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Report  of  an  Enquiry  into  certain  Transactions 
of  the  Bank  for  Russian  Trade,  Limited,  and 
the  Moscow  Narodny  Bank,  Limited. 


Home  Office,  (S-tF.  1, 

Sir,  June  1,  1928. 

In  accordance  with  your  directions  received  on  the  26th  April, 
1928,  we  have  conducted  an  enquiry  into  certain  transactions  of  the 
Bank  for  Kussian  Trade  Limited,  58-60,  Moorgate,  E.C.  2,  and  the 
Moscow  Narodny  Bank  Limited,  Lincoln  House,  300,  High 
Holborn,  W.C.  1,  and  we  have  the  honour  to  present  the  following 
report  : — 


Our  enquiiy  arose  out  of  a  question  asked  in  the  House  of 
Commons  on  the  19th  April  by  Major  Kindersley  whether,  in  view 
of  the  fact  that  Bank  of  England  notes  found  on  the  persons 
described  as  Irish  Gunmen  arrested  before  Easter  for  being  in 
illegal  possession  of  firearms  had  been  traced  to  a  Eussian  banking 
institution  in  this  country,  you  would  make  enquiries  as  to  whether 
any  of  the  moneys  standing  to  the  credit  of  Eussian  trading 
organisations  in  this  country  were  being  used  in  attempts  to  foment 
and  organise  revolutionary  actions  here. 

On  that  day  both  Banks  wrote  offering  to  give  facilities  for 
enquiry  into  the  alleged  transactions,  and  our  investigation  was 
made  as  a  result  of  your  having  accepted  this  offer  of  the  Banks. 

Our  Enquiry  resolves  itself  in  two  parts  :  — 

1.  An  Enquiry  into  the  circumstances  in  which  two  ^BIO  Bank 
of  England  notes  found  in  the  possession  of  Michael  Burke  alias 
Smith  had  passed  through  the  Bank  for  Eussian  Trade,  Ltd. 

2.  An  Enquiry  into  the  circumstances  in  which  certain  Treasury 
notes  traced  to  Communist  organisations  in  this  country  had  passed 
through  the  Moscow  Narodny  Bank,  Ltd. 
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PAKT  I. 

Bank  for  Eussian  Trade,  Ltd. 


On  the  morning  of  the  27th  April  we  attended  at  the  Office  of 
the  Bank  for  Eussian  Trade  and  were  received  by  the  Chairman, 
Mr.  Kasparson,  who  at  once  produced  any  books  or  documents  for 
which  we  asked. 

We  called  for  the  Eegister  of  Bank  Notes,  and  explained  that 
we  wished  to  trace  two  TIO  Bank  of  England  notes,  numbers 
108L  85304  and  108^  85388  which  had  been  found  in  the  possession 
of  Michael  Burke  alias  Smith  when  he  was  arrested  on  the  17th 
March,  1928,  on  a  charge  of  being  in  possession  of  firearms  without 
a  certificate. 

From  the  Eegister  of  Bank  Notes  it  appeared  that  on  the  9th 
November,  1927,  the  following  Bank  Notes  were  obtained  from  the 
Midland  Bank  : — 


276E  99501/600  100  at  £5. 

287E  99001/500  500  at  £5. 

108L  85001/500  500  at  £10. 


IlOE  26701/800  100  at  £10. 

36M  06326/30  5  at  £20. 

34N  62173/4  2  at  £50. 

300  88491  1  at  £100. 


There  was  a  record  on  the  opposite  page  that  certain  of  these 
notes,  set  out  below — 

108L  85001/500  500  at  £10. 

IIOL  26721/800  80  at  £10. 

287E  99001/500  500  at  £5. 

276E  99501/600  100  at  £5. 


were  despatched  on  the  same  day  to  the  Garantie  und  Kredit  Bank 
fur  den  Osten,  68,  Enter  den  Linden,  Berlin. 

From  the  Ledger  Account  of  the  Garantie  und  Kredit  Bank  we 
extracted  an  entry  on  the  debit  side, 

“  To  cash,  as  per  letter  7th  November,  1927,  £9,800.” 

The  letter  from  the  Garantie  Bank  of  the  7th  November  was 
produced  at  our  request;  it  asked  the  Bank  to  send,  and  debit  to 
their  Sterling  account  £9,800  in  English  notes,  divided  as 
follows  : — 

£1,000  in  £1  notes. 

£3,000  in  £5  notes. 

£5,800  in  £10  notes. 

The  entries  in  the  Bank  Note  Eegister  relating  to  these  notes 
were  in  the  handwriting  of  Mr.  W.  T;  Sell,  the  Head  Messenger. 
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Although  the  bulk  of  the  entries  were  made  by  the  Cashier  it 
appeared  that  occasionally,  when  the  Cashier  was  busy,  the  entries 
were  made  by  Mr.  Sell. 

The  Out-going  Post  Eegister  was  produced.  It  contained  the 
Post  Office  receipt  for  two  registered  packages  despatched  to  the 
Garantie  Bank,  Berlin,  on  the  9th  November,  1927.  A  letter,  dated 
the  11th  November,  from  the  Garantie  Bank,  acknowledging  the 
receipt  of  ^69,800,  was  produced. 

The  information  furnished  to  us  was  therefore  that  the  two  Bank 
of  England  notes  in  question  formed  part  of  a  consignment  of  notes 
despatched  by  the  Bank  for  Eussian  Trade  in  this  country  to  a  Soviet 
institution  in  Berlin.  Subsequent  movements  of  the  notes  have  not 
yet  been  traced. 


PAET  II. 

Moscow  Narodny  Bank,  Ltd. 

Introduction. 

The  Moscow  Narodny  Bank,  or  the  Moscow  People’s  Bank,  was 
started  in  Moscow  in  1912  as  a  joint  stock  company  in  pursuance 
of  a  decision  of  the  First  All  Eussian  Co-operative  Congress  at 
Moscow  in  1908.  An  agency  was  formed  in  London  in  1916,  but 
when,  after  the  revolution,  the  Banks  of  Eussia  were  nationalised, 
the  London  agency,  which  had  become  a  Branch  in  1917,  assumed 
an  independent  position.  It  became  an  English  limited  liability 
company  in  1919  and  it  was  only  in  1923  that  it  again  came  into 
organic  relation  with  Eussia  when,  in  accordance  with  an  agreement 
concluded  on  the  3rd  April,  1923,  all  the  shares  and  the  manage¬ 
ment  were  transferred  to  the  All  Eussian  Co-operative  Bank 
(Vsekobank)  and  the  Central  Co-operative  organisations  of  Eussia. 

The  Offices  of  the  Bank  are  situated  at  300,  High  Holborn, 
W.C.  1,  and  it  is  controlled  by  a  Board  of  Directors  consisting  of — • 

Mr.  M.  y.  Zembluchter  {Chairman). 

Mr.  F.  Shmeleff. 

Mr.  G.  Martiushin. 

Mr.  N.  Barou. 

Mr.  A.  Gourevitch. 

The  Manager  is  Mr.  M.  Gourevitch,  but  he  is  at  present  abroad  as 
permission  has  not  been  granted  to  him  to  return  to  this  country. 
All  these  gentlemen  are  of  Eussian  nationality.  The  Assistant 
Manager,  Mr.  J.  J.  Muirhead,  is  British  and  in  the  absence  of 
Mr.  M.  Gourevitch  is  acting  as  Manager. 

The  Head  of  the  Foreign  Department,  Mr.  Garnett,  the 
Accountant,  Mr.  Potts,  and  the  Cashier,  Mr.  A.  J.  Cameron, 
are  all  British  subjects,  as  are  the  remainder  of  the  staff  with  the 
exception  of  Messrs.  Omelchenko,  Baryshnikoff  (Assistant  Cashier) 
[17717]  E  3 
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f.nd  Alexandroff  and  Mrs.  Moltchanova  (Eussian)  and  Miss  Kiissner 
(Latvian)  and  Mr.  George  Chudinov  (Finnish). 

Our  instructions  were  to  endeavour  to  elucidate  certain  trans¬ 
actions  in  the  course  of  which  A:i  Treasury  notes,  known  to  have 
been  received  by  the  Bank,  had  been  traced  to  various  Communist 
organisations  in  this  country. 

Our  investigations  have  extended  over  nearly  four  weeks,  and  in 
addition  to  examining  the  books  of  the  Bank  and  numerous  members 
of  its  staff  we  have  found  it  necessary  to  make  enquiries  at  the  Bank 
of  England  and,  with  the  consent  of  the  Moscow  Narodny  Bank,  at 
certain  other  English  Banks  with  whom  they  have  had  dealings. 

As  a  result  we  have  to  report  on  a  long  and  somewhat  complicated 
series  of  transactions,  and  we  have  therefore  thought  it  convenient 
to  set  out  first — as  Part  III  of  our  Eeport — a  summary  of  the  facts, 
so  as  to  enable  the  detailed  statement  contained  in  Part  IV  the  more 
readily  to  be  followed.  In  Part  V  we  discuss  the  question  of  respon¬ 
sibility  for  these  transactions. 

PAET  III. 

Summary  of  the  Eesults  of  our  Investigations  into  the 
Transactions  of  the  Moscow  Narodny  Bank,  Ltd. 

Sources  of  the  Bank’s  Supplies  of  Treasury  Notes. 

The  object  of  our  enquiry  being  to  ascertain  the  channel 
through  which  certain  Treasury  notes  known  to  have  passed 
through  the  Bank  had  reached  various  Communist  organisations, 
we  began  by  asking  from  what  sources  the  Bank  obtained  its 
supplies  of  Treasury  notes.  We  were  at  first  assured  that  all  supplies 
of  £1  Treasury  notes  required  by  the  Bank  were  obtained  against 
cheques  drawn  on  the  Bank’s  account  with  Lloyds  Bank,  High 
Hoi  born. 

Our  enquiries  have  established,  however,  that,  in  addition 
to  the  Treasury  notes  obtained  as  above,  large  quantities  of 
Treasury  notes,  amounting  in  all  to  over  £17,000,  had  been 
obtained  by  Messengers  of  the  Bank  against  exchanges  of  Bank  of 
England  notes  at  the  Bank  of  England,  Lloyds  Bank,  High  Holborn, 
and  the  Midland  Bank  (Overseas  Branch).  We  found  that 
since  the  4th  March,  1927,  no  record  of  the  numbers  of  Bank 
of  England  notes  had  been  kept  by  the  Cashier,  with  the  exception 
of  new  notes  obtained  from  Lloyds  Bank.  These  transactions,  there¬ 
fore,  did  not  appear  fully,  as  they  should  have  done,  in  the  records 
of  the  Bank,  and  it  was  only  as  a  result  of  the  series  of  investigations 
set  out  more  fully  in  our  detailed  report,  and  after  repeated  assur¬ 
ances  that  no  supplies  of  Treasury  notes  had  been  drawn  from  any 
other  source  than  Lloyds  Bank  or  the  Bank  of  England,  that  we 
were  able  to  obtain  this  information. 

Payments  to  Communist  Organisations. 

At  the  outset  the  information  given  to  us  by  the  Bank  officials 
was  that  they  were  quite  unable  to  connect  any  transactions  of  the 
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Bank  with  the  payments  to  Communist  organisations  of  which  we 
furnished  particulars.  Our  enquiries,  however,  brought  to  light 
two  series  of  transactions  which  were  undoubtedly  the  channels 
through  which  money  reached  Communist  organisations  during  the 
period  July  1927  to  April  1928. 


1.  The  Transactions  of  W.  B.  Duncan. 

We  established  the  existence  of  a  series  of  transactions 
extending  from  the  27th  October,  1927,  to  the  20th  April,  1928, 
by  W.  B.  Duncan,  a  Clerk  in  the  Foreign  Exchange  Department  of 
the  Bank. 

Some  of  them  at  any  rate  were  known  to  the  Directors  on 
the  20th  April,  since,  as  a  result  of  a  Committee  of  Enquiry 
appointed  by  them  on  that  day,  Duncan  was  dismissed  from 
the  Bank.  This  fact  was,  however,  not  disclosed  to  us  on  our  first 
visit  to  the  Bank  on  Friday,  the  27th  April,  and  it  was  not  until 
towards  the  close  of  our  second  visit  on  Monday,  the  30th  April, 
when  we  asked  a  direct  question  regarding  a  particular  payment  to 
Duncan,  of  which  we  found  a  record  in  the  Counter  Cash  Book, 
that  we  were  told  of  Duncan’s  dismissal  a  week  before.  It  must 
have  been  obvious  that  Duncan’s  transactions  were  primd  facie  of 
the  very  kind  which  we  had  been  appointed  to  investigate, 
and  we  do  not  understand  why  our  attention  was  not  drawn  to  them 
in  response  to  our  first  enquiries. 

Duncan’s  procedure  was  to  sell  large  quantities  of  dollars  to 
Foreign  Exchange  Brokers  or  to  the  Cashier  of  the  Bank.  He 
instructed  the  Moscow  Narodny  Bank  Messengers  to  take  the  Bank 
notes  received  as  a  result  of  his  sales  to  brokers  to  the  Bank  of 
England,  the  Midland  Bank,  or  Lloyds  Bank  and  exchange  them  for 
Treasury  notes.  This  procedure  continued  from  the  27th  October, 
1927,  down  to  the  15th  February,  1928,  on  which  date  he  opened 
an  account  with  the  Moscow  Narodny  Bank.  Into  this  account  he 
paid  the  proceeds  of  his  sales,  and  he  obtained  supplies  of  Treasury 
notes  by  immediate  withdrawals  against  cheques.  The  total  sum 
involved  in  Duncan’s  transactions  from  the  27th  October,  1927,  to 
the  20th  April,  1928,  amounted  to  at  least  £14,202. 

On  the  20th  April,  as  a  result  of  the  publicity  given  to  certain 
allegations  against  the  Bank,  the  Committee  of  Enquiry  referred  to 
above  was  set  up  by  the  Bank,  and  their  attention  having  been 
called  to  Duncan’s  account  they, called  upon  him  for  an  explanation. 
He  was  unable  to  give  one  that  was  satisfactory  and  was  accordingly 
dismissed.  We  saw  Duncan,  and  his  explanation  to  us  was 
completely  at  variance  with  the  facts. 

Of  the  real  nature  of  his  transactions  there  can  be  no  doubt ;  for  a 
considerable  number  of  the  Treasury  notes  received  by  Duncan  from 
the  Moscow  Narodny  Bank  or  its  messengers  have  been  definitely 
traced  as  having  passed  within  a  few  days  into  the  hands  of  the 
Communist  Party  of  Great  Britain  and  its  allied  bodies. 

[17717]  B  4 
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2.  27?e  Transactions  of  F.  Quelch  and  F.  Priestley. 

At  various  dates  from  the  5th  July,  1927,  to  the  20th  November, 
1927,  some  £10,000  worth  of  £5  Bank  of  England  notes,  in 
batches  of  ^500  to  d62,000,  were  exchanged  for  £1  Treasury  notes 
over  the  counter  by  the  Cashiers  of  the  Bank  at  the  request  of 
two  employees  of  Centrosoyus  Ltd.,  F.  Quelch  and  F.  Priestley. 
In  addition  Bank  notes  to  the  value  of  ,£1,500  were  paid  into  a 
joint  account  in  the  names  of  Quelch  and  Priestley,  which  we  were 
told  was  for  the  purpose  of  clearing  up  the  affairs  of  Mestkom  (the 
Union  of  Soviet  Employees).  Priestley  told  us  that  the  notes 
paid  into  the  joint  account  were  given  to  him  by  Alexander  Squair, 
the  Secretary  of  Mestkom.  These  payments  were  offset  by  large 
withdrawals  in  £l  Treasury  notes,  so  that,  in  effect,  these  were 
also  exchanges  through  the  Bank. 

On  the  9th  and  20th  September,  1927,  Quelch  sold  dollars  to 
the  value  of  £2,666  to  the  Cashier  of  the  Moscow  Narodny  Bank, 
and  received  payment  in  £1  Treasury  notes,  and  on  the 
13th  October,  1927,  through  the  medium  of  Priestley’s  personal 
account,  he  exchanged  for  £1  Treasury  notes  eight  £100  notes, 
which  were  probably  the  result  of  a  sale  of  dollars. 

The  total  sum  involved  in  Quelch  and  Priestley’s  transactions 
from  the  5th  July  to  the  20th  November,  1927,  amounted  to  at  least 
£13,796. 

A  considerable  number  of  the  £1  Treasury  notes  received  by 
Quelch  or  Priestley  from  the  Moscow  Narodny  Bank  as  a  result  of 
the  exchanges  described  above  were  definitely  traced,  within  a  few 
days,  to  the  Communist  Party  of  Great  Britain  and  its  allied  bodies. 

We  are  informed  that  after  our  enquiries  had  elicited  this 
information  the  Board  of  Centrosoyus  called  upon  Messrs.  Quelch 
and  Priestley  to  give  an  explanation  of  their  transactions.  This 
they  were  unable  to  do  satisfactorily,  and  they  have  accordingly 
been  dismissed. 

Source  of  the  £5  Notes  exchanged  hy  Quelch  and  Priestley. 

As  stated  above,  Quelch  and  Priestley  exchanged  through  the 
Moscow  Narodny  Bank  large  quantities  of  £5  notes  in  batches  of 
£500  to  £2,000.  We  ascertained  the  serial  numbers  of  these  £5 
notes  to  the  extent  of  £10,330,  and  by  this  means  we  were  able 
to  establish  definitely  that  they  formed  part  of  a  sum  of  £20,000 
handed  personally  by  the  Assistant  Cashier  of  the  Moscow  Narodny 
Bank  to  Mr.  Shannin,  Commercial  Attache  of  the  U.S.S.R.  at  the 
Soviet  Embassy,  on  the  25th  May,  1927,  as  follows  :  £4,000  in 
£1  Treasury  notes  and  £16,000  in  £5  Bank  of  England  notes. 
This  payment  was  debited  to  an  account  with  the  Bank  of  the  Edel 
Metalle  Vertriebs  A.G.  of  Berlin,  upon  which  Mr.  Shannin 
apparently  had  authority  to  operate. 

We  have  no  doubt  that  even  more  of  the  original  £16,000 
worth  of  £5  notes  were  also  exchanged  by  Quelch  and  Priestley, 
hut  to  demonstrate  this  it  would  be  necessary  to  trace  individual 
notes,  and  we  have  not  thought  it  necessary  to  delay  our  report 
for  this  purpose. 


It  is  obvious  that  the  ^16,000  in  £5  notes  which  Mr.  Shannin 
received  in  May  1927  must  have  been  held  by  some  person  who 
released  them  to  Quelch  and  Priestley  in  batches  of  from  ,£500 
to  £2,000  as  required. 

Conclusion. 

We  find,  therefore,  that  through  these  three  persons,  Duncan, 
Quelch  and  Priestley,  a  total  sum  of  not  less  than  £27,998  was  dis¬ 
bursed  for  Communist  purposes  during  the  period  the  5th  July,  1927, 
to  the  20th  April,  1928,  and  that  at  least  £10,330  of  this  sum  was 
derived  from  a  payment  of  £5  Bank  of  England  notes  made  by  the 
Moscow  Narodny  Bank  to  the  Commercial  Attache  at  the  Soviet 
Embassy  in  May,  1927. 

PAET  IV. 

Moscow  Narodny  Bank,  Ltd. 

Detailed  Report. 

On  the  afternoon  of  Friday,  the  27th  April,  we  attended  at  the 
Office  of  the  Moscow  Narodny  Bank  and  were  received  by  Mr.  A. 
Gourevitch,  one  of  the  Directors,  Mr.  E.  F.  Wise,  C.B.,  a  Member 
of  the  Council  of  the  Bank,  and  the  Acting-Manager,  Mr.  J.  J. 
Muirhead. 

Enquiry  as  to  the  Source  of  the  Bank’s  Supplies  of 
Treasury  Notes. 

We  explained  that  the  object  of  our  visit  was  to  endeavour  to 
elucidate  certain  transactions,  in  the  course  of  which  quantities 
of  £1  Treasury  notes,  known  to  have  been  received  by  the  Bank, 
had  been  subsequently  traced  to  the  Communist  Party  of  Great 
Britain  and  various  allied  organisations.  A  list  of  some  of  the 
Treasury  notes  traced  was  produced  by  us,  and  we  were  informed 
that  none  of  the  bodies  referred  to  had  any  account  with  the  Bank, 
and  that  no  transactions  of  the  Bank  could  be  connected  in  any  way 
with  the  payments  shown  in  the  list. 

We  enquired  whether  the  Bank  kept  any  record  of  Bank  of 
England  notes  passing  through  its  hands,  and  were  informed  that 
until  the  4th  March,  1927,  a  record  had  been  regularly  kept,  but 
that  from  that  date  onward  the  officer  responsible  had,  without 
notice  to  the  Manager,  discontinued  the  keeping  of  this  record 
except  as  regards  new  notes  received  from  Lloyds  Bank.  This  state 
of  affairs  had  only  become  known  to  the  Board  on  enquiry  being 
made  after  publicity  had  been  given  to  the  allegations  against  the 
Bank.  The  record  had  now  been  re-established  as  from  the 
20th  April,  1928. 

As  regards  Treasury  notes,  we  were  informed  that  no  record  was 
kept  of  the  numbers.  Supplies  of  Treasury  notes  were  obtained 
from  Lloyds  Bank,  High  Holborn,  against  cheques  drawn  on  the 
Bank’s  account  with  Lloyds.  We  were  assured  that  the  Bank  drew 
the  whole  of  its  supplies  of  cash  in  this  way. 

The  requirements  of  the  Bank  in  cash  amounted  to  about  £1,000 
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a  week,  and  the  Bank  normally  had  from  il2,000  to  £3,000  in  its 
account  with  Lloyds.  There  were  accounts  with  a  number  of  other 
Banks  in  London,  but  these  were  all  for  trading  purposes,  and  were 
not  used  for  the  purpose  of  cash  drawings. 

On  our  second  visit,  on  Monday,  the  30th  April,  we  referred  to 
the  statement  that  the  Bank  obtained  all  its  supplies  of  cash  from 
Lloyds  Bank,  High  Holborn.  Mr.  A.  J.  Cameron,  the  Cashier,  who 
had  been  in  the  service  of  the  Bank  five  years,  said  that  all  supplies 
of  Treasury  notes  had  been  so  obtained  for  the  past  two  years.  He 
had  been  continuously  at  the  Bank ’since  his  holiday  in  October 
1927,  and,  as  there  was  only  one  till,  no  money  could  be  obtained 
without  his  knowledge. 

We  then  said  that  we  had  definite  information  that  Treasury 
notes  had  been  received  from  other  English  Banks,  but  before  saying 
from  which,  we  offered  the  Bank  an  opportunity  of  supplementing 
their  previous  statement. 

Mr.  Cameron  then  said  that  he  had,  on  occasion,  exchanged 
Bank  of  England  notes  for  Treasury  notes  at  the  Bank  of  England. 
He  had  no  record  of  these  transactions,  and  his  reason  for  sending 
to  the  Bank  of  England  rather  than  to  Lloyds,  was  because  a  forged 
note  would  be  more  likely  to  be  detected  by  the  Bank  of  England 
cashiers. 

We  examined  Sergeant  John  Graham,  the  Head  Messenger  of 
the  Bank,  who  said  that  he  had  been  sent  on  various  occasions 
to  the  Bank  of  England  to  exchange  Bank  notes  for  Treasury  notes. 
He  had  never  been  to  any  other  Bank  than  the  Bank  of  England  or 
Lloyds  Bank  to  obtain  Treasury  notes. 

On  Wednesday,  the  2nd  May,  we  again  examined  Sergeant 
Graham,  Head  Messenger  of  the  Bank,  at  the  Home  Office.  He 
said  that  normally  any  cash  required  for  the  Bank  was  obtained  by 
him.  For  the  past  twelve  months  he  had  obtained  cash  in  exchange 
for  cheques  drawn  on  the  High  Holborn  Branch  of  Lloyds;  very 
infrequently,  perhaps  once  in  every  six  or  nine  months,  he  had  been 
sent  with  Bank  notes  to  the  Bank  of  England,  but  the  sum  had 
always  been  about  £15  or  £25,  certainly  never  more  than  £50. 
He  received  the  Bank  notes  from  the  Cashier  and,  on  his  return, 
personally  counted  out  the  Treasury  notes  obtained  in  exchange. 

He  did  not  recollect  any  occasion  on  which  he  had  been  asked 
by  anyone  but  the  Cashier  to  change  Bank  notes,  nor  could  he 
remember  any  instance  on  which  he  had  been  asked  by  members 
of  the  staff  to  transact  any  personal  business  for  them,  or  to  carry 
messages,  except  a  few  occasions,  some  time  ago,  when  he  paid  the 
salaries  of  one  or  two  members  of  the  staff  into  their  own  small 
accounts  at  a  Bank  in  Chancery  Lane. 

On  Thursday,  the  3rd  May,  we  examined  the  Cashier,  Mr. 
Cameron,  at  the  Home  Office.  He  repeated  his  former  statement 
that  all  Treasury  notes  required  by  the  Bank  had  been  obtained 
through  him,  for  the  last  three  years,  from  Lloyds  Bank,  High 
Holborn,  and  before  that  from  the  Overseas  Branch  of  the  Midland 
Bank. 

He  had  also  obtained  a  certain  quantity  in  exchange  for  Bank 


11 


notes  from  the  Bank  of  England;  last  year  lie  obtained  notes  in 
this  way,  perhaps,  six  times.  He  sent  to  the  Bank  of  England 
small  amounts,  not  exceeding  .£50,  in  Bank  notes  and  old  Treasury 
notes  received  from  the  State  Bank,  Moscow,  and  obtained  Treasury 
notes  in  exchange.  This  year  he  only  recalled  two  exchanges  at  the 
Bank  of  England — one  in  February  and  one  in  March — for  sums 
of  about  £300  to  £400.  These  were  Bank  notes  paid  into 
his  account  at  the  Bank  by  a  member  of  the  staff,  W.  B.  Duncan. 
He  did  not  recall  any  client,  before  Duncan,  who  had  paid  large 
quantities  of  Bank  notes  into  his  account ;  such  payments  were 
certainly  unusual. 

On  the  same  day,  the  3rd  May,  we  re-examined  the  Head 
Messenger,  Sergeant  Graham,  at  the  Home  Office.  He  repeated 
that  he  had  only  visited  the  Bank  of  England  for  the  purpose  of 
obtaining  supplies  of  Treasury  notes  two  or  three  times  last  year, 
but  he  had  been  there  on  two  occasions  this  year;  he  had  only 
exchanged  notes  to  the  value  of  £50  or  £80,  certainly  never  more 
than  £100,  and  they  were  notes  received  from  the  State  Bank, 
Moscow — very  often  old  Treasury  notes. 

At  this  point  we  asked  Mr.  H.  Broad,  the  Cashier  at  the  Bank 
of  England  to  come  in,  and  enquired  whether  he  recognised 
Sergeant  Graham.  He  said  he  recognised  him  as  the  messenger 
who  had  come  from  the  Moscow  Narodny  Bank  to  exchange  Bank 
notes  for  Treasury  notes  on  various  occasions.  The  first  occasion 
was  on  the  24th  August,  1927,  and  he  asked  if  Graham  remembered 
that  there  had  been  a  telephone  enquiry  from  the  Bank  of  England 
to  the  Narodny  Bank.  Graham  appeared  very  confused  and  at  first 
professed  not  to  remember  the  incident,  but  later  admitted  that 
he  did  remember  it.  We  asked  what  was  the  subject  of  the 
telephone  enquiry.  Mr.  Broad  said  that  Graham  had  brought 
340  £5  Bank  notes;  they  were  quite  new  and  some  were  still 
in  the  paper  bands  in  which  they  were  issued.  To  exchange  such 
notes  appeared  to  the  Bank  of  England  to  be  very  unusual;  the 
explanation  given  by  the  Narodny  Bank  was  that  they  had  been 
drawn  in  error  for  a  client  who  now  wanted  £1  Treasury  notes. 

Graham  then  admitted  that  he  remembered  the  incident,  but 
said  that  he  did  not  pay  very  great  attention  to  the  sums  he  had 
exchanged  and  had  forgotten  it,  although  he  admitted  that  it  was 
customary  for  Bank  notes  given  to  him  for  exchange  to  be  counted 
over  to  him  by  the  Cashier  and  for  him  to  count  over  on  his  return 
the  notes  he  had  obtained  in  exchange. 

After  Mr.  Broad  had  left,  Graham  denied  that  he  had  ever  been 
to  any  other  Bank  in  London  to  obtain  Treasury  notes.  He 
remembered  having  been  asked  on  one  occasion  by  W.  B.  Duncan, 
a  Clerk  in  the  Foreign  Exchange  Department  of  the  Moscow 
Narodny  Bank,  to  sell  dollars  for  Bank  of  England  and  Treasury 
notes  at  Messrs.  Flindt,  Figgess  and  Duke,  Foreign  Exchange 
Brokers,  10,  Union  Court,  E.C.  2.  He  assumed  that  Duncan  gave 
his  instructions  on  behalf  of  the  Foreign  Exchange  Department  of 
the  Bank,  in  which  he  was  employed.  This  was  the  only  occasion 
he  could  recall  on  which  he  had  received  instructions  from  Duncan. 
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On  Friday,  the  4th  May,  we  returned  to  the  Bank  and  examined 
Mr.  Cameron  as  regards  the  Treasury  notes  obtained  from  the  Bank 
of  England.  He  repeated  his  previous  statement,  but  said  he 
thought  there  might  be  a  third  instance  this  year  when  he  had  sent 
Bank  notes  to  be  changed  for  Treasury  notes. 

He  had  no  recollection  whatever  of  the  exchange  of  FI, 700  in 
August,  1927,  and  no  record  of  it  in  his  books. 

On  the  same  day,  the  4th  May,  in  view  of  a  statement  by  Mr. 
Wise  that  the  Bank  had  just  discovered  that  some  of  the  junior 
messengers  of  the  Bank  had  also  been  to  the  Bank  of  England  to 
exchange  Bank  notes  for  Treasury  notes  upon  instructions  from 
Duncan,  we  decided  to  examine  each  of  the  messengers,  namely, 
E.  A.  Bust,  F.  J.  Foster,  F.  Patterson  and  F.  H.  Bailey. 

All  gave  a  history  of  having  been  sent  by  Duncan  to  sell  dollar 
notes  for  Bank  of  England  and  Treasury  notes,  and  some  stated  that 
on  occasion  they  had  gone,  also  on  Duncan’s  instructions,  to  the 
Bank  of  England  to  exchange  the  Bank  notes  so  received  for  Treasury 
notes.  They  had  handed  the  proceeds  to  Duncan  personally  on  their 
return  and  were  under  the  impression  that  Duncan  gave  these 
instructions  on  behalf  of  the  Foreign  Exchange  Department.  Some 
stated  that  they  had  been  sent  to  the  Bank  of  England  by  the 
Cashiers  to  exchange  small  quantities  of  old  Bank  of  England  or 
Treasury  notes  received  from  the  State  Bank  in  Moscow,  and  that 
they  had  obtained  supplies  of  Treasury  notes  from  Lloyds  Bank, 
High  Holborn,  against  cheques  drawn  on  the  Moscow  Narodny 
Bank’s  account  there. 

All  four  stated  positively  that  they  had  not  been  to  any  other 
Banks  to  obtain  supplies  of  Treasury  notes. 

On  Monday,  the  7th  May,  we  again  examined  Sergeant  Graham, 
the  Head  Messenger,  at  the  Bank  in  the  presence  of  Mr.  Martiushin 
and  Mr.  Muirhead.  He  repeated  his  previous  statement  that  the 
only  places  from  which  he  had  obtained  Treasury  notes  were  Lloyds, 
the  Bank  of  England  (a  sum  of  FI, 700  in  August  last  on  the 
instructions  of  Mr.  Cameron)  and  Messrs.  Elindt,  Figgess  and  Duke 
(one  sale  of  dollars,  on  the  instructions  of  Duncan).  He  had  not 
obtained  Treasury  notes  from  any  other  source. 

We  made  this  further  examination  of  Sergeant  Graham  in 
consequence  of  a  letter  of  the  2nd  May  from  Mr.  A.  Gourevitch, 
as  follows : — 

“  Sir, 

In  the  Home  Office  letter  of  the  23rd  April  it  was  stated 
that  the  Home  Secretary  ‘  has  cognisance  of  certain  recent 
transactions  of  your  Bank  which  prima  facie  do  not  fall  within 
the  category  of  ordinary  banking  and  commercial  transactions.’ 

When  you  visited  the  Bank  on  the  30th  April  last,  you 
informed  us  that  you  had  evidence  in  your  possession  that 
certain  Treasury  notes  had  come  into  our  possession  from 
Banks,  other  than  Lloyds  Bank,  from  whom  we  habitually 
draw  our  supplies  of  Treasury  notes,  and  that  this  fact  had 
great  importance  in  relation  to  the  allegations  into  which  you 
rvere  enquiring. 
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You  will  remember  that  the  Manager  and  Cashier,  who 
are  responsible  for  the  cash  operations  of  the  Bank,  stated 
categorically  that  no  Treasury  notes  had  been  drawn  by  the 
Bank  from  any  other  Bank  than  Lloyds,  except  on  occasions 
referred  to  by  the  Cashier  when  Notes  have  been  exchanged 
at  the  Bank  of  England  under  his  instructions.  You  examined 
the  cash-register  and  various  other  documents,  and  they 
showed  no  record  of  any  such  transactions  with  any  other 
Banks. 

We  have  since  made  further  enquiries,  and  we  can  still 
find  no  trace  of  any  transactions  of  the  nature  indicated  by 
you.  You  will  appreciate  that  as  the  Bank  is  asked  to  explain 
the  circumstances  of  particular  transactions  it  is  reasonably 
entitled  to  be  told  which  transactions  are  referred  to. 

We  should  be  glad  if  you  would  let  us  know  from  which 
Banks  and  on  what  dates  it  is  suggested  that  the  Treasury 
notes  were  drawn  by  the  Moscow  Narodny  Bank.  If  you  will 
furnish  us  with  this  information,  we  will  then  look  specifically 
into  our  transactions  which  took  place  on  this  date,  and  we 
are  confident  that  we  shall  be  able  to  satisfy  you  that,  so  far 
as  the  Bank  is  concerned,  you  have  been  misinformed. 

We  put  this  request  to  you  all  the  more  strongly  because 
we  have  to-day  ascertained  that  in  one  case  at  least  the  name 
of  the  Bank  was  used  without  any  authority  to  cover 
transactions  of  a  private  nature  of  which  the  Bank  was  entirely 
ignorant  and  in  no  sense  responsible. 

We  are.  Sir, 

Your  obedient  Servant, 

’  (Sgd.)  A.  Gourevitch, 

Acting  Chairman, 

H.  E.  Scott,  Esq.,  Moscow  Narodny  Bank  Ltd.” 

Home  Office,  S.W.  1. 


To  this  letter  the  following  reply  was  sent : — 

Sir,  May  5,  1928. 

I  have  to  acknowledge  receipt  of  your  letter  of  the  2nd  May, 
in  which  you  ask  to  be  informed  from  what  other  Bank  than 
Lloyds  Bank  and  the  Bank  of  England  you  are  believed  to 
have  obtained  supplies  of  Treasury  notes.  I  have  taken  further 
instructions  on  this  matter,  and  the  Home  Secretary  is  now 
prepared  to  state  that  the  other  Bank  referred  to  is  the 
Midland  Bank. 

In  view  of  the  desire  expressed  by  the  Moscow  Narodny 
Bank  to  give  all  possible  assistance  in  the  elucidation  of  these 
and  the  other  transactions  in  Treasury  notes,  the  Home 
Secretary  presumes  that  you  will  have  no  objection  to  enquiry 
being  made  regarding  any  payments  of  Treasury  notes  to  the 
Narodny  Bank,  either  by  the  Midland  Bank  or  by  Lloyds  Bank, 
and  I  am  to  ask  you  to  be  so  good  as  to  confirm  this  by  a 
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letter  which  can  be  produced  to  these  Banks  to  satisfy  any 
objection  they  may  feel  to  the  disclosure  of  particulars  of  the 
transactions  in  question. 

Yours  faithfully, 

(Sgd.)  Harold  Scott.” 

A.  Gourevitch,  Esq. 


Mr.  Gourevitch  replied  that  he  had  no  objection  to  our  making 
enquiries  as  proposed  at  the  Midland  and  Lloyds  Banks,  but  asked 
that  the  enquiry  should  be  made  in  the  presence  of  a  represen¬ 
tative  of  the  Bank.  To  this  we  agreed,  and  on  the  7th  May, 
accompanied  by  Mr.  Garnett,  the  Head  of  the  Foreign  Exchange 
Department  of  the  Moscow  Narodny  Bank,  we  visited  the  Midland 
Bank,  Overseas  Branch,  122,  Old  Broad  Street,  E.C.  2. 

The  Midland  Bank  supplied  us  with  the  following  particulars 
of  exchanges  of  Bank  notes  for  £1  Treasury  notes  made  by  them 
for  the  Moscow  Narodny  Bank  : — 

1.9.27.  502,000  in  £5  Bank  of  England  notes. 

1.11.27.  50500  in  £5  Bank  of  England  notes. 

9.11.27.  £500  in  £5  Bank  of  England  notes. 

16.11.27.  £500  in  £5  Bank  of  England  notes. 

13.1.28.  £200  in  four  £50  Bank  of  England  notes. 


The  slips  in  respect  of  the  exchanges  of  the  9th  and  16th  November 
were  produced  to  us;  these  were  initialled  “J.G.”  and  “  J. 
Graham”  respectively;  a  further  slip  of  the  13th  January,  1928, 
was  in  the  handwriting  of  another  messenger,  who  was  subsequently 
identified  as  E.  A.  Bust. 

Sergeant  Graham  was  then  called  in  and  identified  the  two  slips 
of  the  9th  and  16th  November  as  being  in  his  writing,  and  said 
that  he  must  have  been  sent  by  one  or  other  of  the  Cashiers, 
Mr.  Cameron  or  Mr.  Baryshnikoff. 

We  returned  to  the  Moscow  Narodny  Bank  and  examined 
Mr.  Cameron  as  regards  the  exchanges  of  the  9th  and  16th 
November.  He  said  the  Sergeant  had  made  these  exchanges  on  his 
instructions.  Normally  he  would  expect  the  Sergeant  to  make 
exchanges  at  the  Bank  of  England  and  would  so  instruct  him,  but 
the  Sergeant  might  well  have  had  other  business  at  the  Midland 
Bank  and  changed  the  notes  there. 

We  drew  attention  to  his  previous  statement  as  to  the  source  of 
the  Bank’s  supply  of  Treasury  notes  and  he  said  he  had  then  been 
thinking  only  of  supplies  for  the  Bank  and  had  overlooked  exchanges 
for  clients  of  the  Bank.  He  remembered  that  he  had  received  the 
Bank  notes  exchanged  on  the  9th  and  16th  November  from 
F.  Quelch,  an  employee  of  Centrosoyus.  He  had  no  recollection  of 
the  transaction  of  the  13th  January,  1928. 

Mr.  Baryshnikoff,  the  Assistant  Cashier,  also  had  no  recollection 
of  sending  anyone  to  exchange  four  £50  notes  on  the  13th  January. 


15 


As  regards  the  transaction  of  August  1927  at  the  Bank  of 
England,  Mr.  Cameron  could  not  recall  the  substance  of  the  tele¬ 
phone  message  from  the  Bank  of  England ;  though  he  remembered 
there  had  been  some  reference  to  such  a  message.  He  had  no 
doubt  that  the  client  for  whom  the  £1,700  notes  were  exchanged 
must  have  been  Quelch. 

We  called  E.  A.  Bust,  Messenger,  who  recognised  the  hand¬ 
writing  on  the  Midland  Bank  exchange  slip  of  the  13th  January  as 
his  own,  but  said  he  had  no  recollection  of  having  been  sent  to 
change  four  £50  notes. 

On  Wednesday,  the  9th  May,  with  the  consent  of  the  Moscow 
Narodny  Bank,  we  visited  the  High  Holborn  Branch  of  Lloyds  Bank, 
accompanied  by  Mr.  Muirhead,  and  were  furnished  with  particulars 
of  payments  of  Treasury  notes  against  cheques  drawn  on  the  Bank’s 
account  at  Lloyds.  We  were  also  furnished  with  particulars  of 
exchanges  of  Bank  notes  for  £1  Treasury  notes,  as  follows  : — 


23.11.27  . 

..  £500  in  £5  notes  ... 

Messenger  Foster. 

29.11.27  ., 

..  £500  in  £5  notes  ... 

„  Sergeant  Graham. 

30.11.27 

..  £250  in  £5  notes  ... 

1.2.28  . 

..  £340  — three  £100 

notes  and  two  £20 

notes 

„  Bailey. 

14.2.28  ., 

..  £220  in  miscellaneous 

Bank  notes 

„  Foster. 

22.3.28  ., 

..  £800  — eight  £100 

notes 

„  Sergeant  Graham. 

3.4.28  .. 

,.  £800  —  eight  £100 

notes 

5) 

5.4.28  .. 

,.  £600  in  Bank  notes 

of  various  denomi¬ 
nations  from  £10  to 

£100  . 

14.4.28  .. 

.  £100  in  £5  and  £10 

Bank  notes 

3?  33  33 

After  obtaining  this  information  at  Lloyds  Bank  we  returned 
to  the  Moscow  Narodny  Bank  and  examined  Mr.  Cameron,  who 
repeated  that  all  the  cash  he  had  obtained  from  Lloyds  Bank  had 
been  on  cheques  drawn  on  the  Bank’s  account  with  Lloyds  except 
for  small  exchanges  of  £5  or  £10.  He  was  quite  sure  he  had  not 
given  any  instructions  for  the  exchange  of  so  large  a  sum  as  £800. 

Mr.  Baryshnikoff,  the  Assistant  Cashier,  said  that  he  had  made- 
exchanges  of  Bank  notes  with  Lloyds  once  or  twice  since  the 
beginning  of  November,  on  both  occasions  on  behalf  of  Duncan,  for 
sums  of  approximately  £300  and  £250.  He  did  not  remember  any 
large  exchange  in  April  and  had  certainly  never  handled  a  £10*0 
note. 

We  examined  the  loose  slips  on  which  the  Cashier  recorded  his 
daily  cash  balance  and  that  for  the  2nd  April  showed  that  there 
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were  eight  ^100  notes  in  the  till  that  night.  Mr,  Cameron  then 
said  that  no  doubt  he  had  sent  Sergeant  Graham  to  exchange  these 
notes,  but  it  certainly  had  been  his  intention  that  they  were  to  be 
changed  at  the  Bank  of  England. 

We  recalled  Sergeant  Graham  who  said  that  he  could  not 
remember  making  any  large  exchanges  of  Bank  notes  for  Treasury 
notes  at  Lloyds  Bank,  and  he  maintained  this  attitude  until  we  told 
him  we  had  just  seen  slips  at  Lloyds  Bank  signed  by  him.  He  then 
admitted  that  he  had  effected  exchanges  at  Lloyds,  but  he  said 
that  if  he  had  done  so  it  must  have  been  on  definite  instructions 
from  the  Cashier. 

Mr.  Cameron  was  doubtful  about  the  nature  of  his  instructions 
to  the  Sergeant  and  said  that  while  he  usually  gave  specific 
instructions  as  to  the  Bank  where  the  exchange  was  to  be  made  he 
could  not  be  certain  that  he  had  done  so  on  every  occasion. 

On  Friday,  the  18th  May,  having  been  furnished  by  the  Bank 
of  England  with  particulars  of  the  receipt  of  a  large  number  of 
£5  Bank  notes  from  Lloyds  Bank  which,  from  the  serial  numbers, 
appeared  to  us  likely  to  have  passed  through  the  Moscow  Narodny 
Bank,  we  again  attended  at  Lloyds  Bank,  High  Holborn, 
accompanied  by  Mr.  Muirhead,  and  there  obtained  particulars  of 
the  following  further  exchanges  of  £5  notes  for  £1  Treasury  notes 
made  by  them  for  the  Moscow  Narodny  Bank : — 


5.8.27. 

£400. 

19.8  27. 

£500. 

20.8.27. 

£500. 

22.8.27. 

£5. 

Messenger  Bailey. 

Messenger  Sergeant  Graham. 
Messenger  Sergeant  Graham. 
Messenger  Foster. 


We  returned  to  the  Moscow  Narodny  Bank  and  examined  Mr. 
Cameron  regarding  these  exchanges.  He  adhered  to  his  statement 
that  he  had  never  knowingly  sent  the  messengers  to  Lloyds  to  make 
exchanges  in  such  large  sums.  He  had  always  expected  them  to  go 
to  the  Bank  of  England.  He  had  no  doubt  these  exchanges  had  been 
made  either  for  F.  Quelch  or  for  F.  Priestley,  another  employee 
of  Centrosoyus,  except  that  he  could  not  recall  any  exchange  on 
the  5th  August.  Further  enquiry  showed  that  this  exchange  had 
been  made  on  the  instructions  of  Mr.  W.  M.  Baker,  who  was 
temporarily  acting  as  Cashier  on  that  day.  Mr.  Baker  said  that 
it  was  made  at  the  request  of  either  Quelch  or  Priestley. 

We  set  out  below  a  statement  showing  some  of  the  occasions  on 
which  supplies  of  Treasury  notes  have  been  obtained  by  the 
Messengers  of  the  Moscow  Narodny  Bank.  It  is  worth  while  com¬ 
paring  it  with  the  statement  made  to  us  on  our  first  visit  that  all 
supplies  of  Treasury  notes  were  obtained  against  cheques  drawn  on 
Lloyds  Bank,  High  Holborn,  and  with  the  statement  in  Mr.  Goure- 
vitch’s  letter  of  the  2nd  May. 
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Date. 

Obtained  against. 

Bank. 

Amount. 

5.8.27 

Exchange  of  Bank  of 

£ 

s. 

d. 

England  notes 

Lloyds  Bank  . 

400 

0 

0 

19.8.27 

Do. 

Do.  . 

500 

0 

0 

20.8.27 

Do. 

Do.  . 

5C0 

0 

0 

22.8.27 

Do. 

Do.  . 

5 

0 

0 

24.8.27 

Do. 

Bank  of  England 

1,700 

0 

0 

1.9.27 

Do. 

Midland  Bank  ... 

2,000 

0 

0 

22.9.27 

Do.* 

Bank  of  England 

383 

0 

0 

14.10.27 

Do. 

Do. 

800 

0 

0 

27.10.27 

Do. 

Do. 

680 

0 

0 

1.11.27 

Do. 

Midland  Bank . 

500 

0 

0 

3.11.27 

Do. 

Bank  of  England 

600 

0 

0 

9.11.27 

Do. 

Midland  Bank . 

500 

0 

0 

16.11.27 

Do. 

Do . 

500 

0 

0 

23.11.27 

Do. 

Lloyds  Bank  . 

500 

0 

0 

24.11.27 

Do. 

Bank  of  England 

610 

0 

0 

28.11.27 

Cheque 

Lloyds  Bank 

1,000 

0 

0 

29.11.27 

Exchange  of  Bank  of 
England  notes 

Do.  . 

500 

0 

0 

30.11.27 

Do. 

Do.  . 

250 

0 

0 

30.11.27 

Cheque... 

Do.  . 

500 

0 

0 

2.12.27 

Do . 

Do.  . 

500 

0 

0 

19.12.27 

Do . 

Do.  . 

500 

0 

0 

21.12.27 

Do . 

Do.  . 

200 

0 

0 

7.1.28 

i  Do . 

Do.  . 

500 

0 

0 

13.1.28 

i  Exchange  of  Bank  of 
England  notes 

Midland  Bank  ... 

200 

0 

0 

27.1.28 

Do. 

Bank  of  England 

400 

0 

0 

31.1.28 

Cheque  . 

Lloyds  Bank 

1,500 

0 

0 

1.2.28 

Exchange  of  Bank  of 
England  notes 

Do.  . 

340 

0 

0 

2.2.28 

Do. 

Bank  of  England 

345 

0 

0 

8.2.28 

Do. 

Do. 

400 

0 

0 

14.2.28 

Do. 

Do. 

290 

0 

0 

14.2.28 

Do. 

Lloyds  Bank  . 

220 

0 

0 

29.2.28 

Cheque... 

Do.  . 

1,000 

0 

0 

3.3.28 

Do . 

Do.  . 

500 

0 

0 

8.3.28 

Exchange  of  Bank  of 
England  notes 

Do.  . 

50 

0 

0 

8.3.28 

Do. 

Bank  of  England 

900 

0 

0 

14.3.28 

Do. 

Do. 

600 

0 

0 

15.3.28 

Do. 

Do. 

400 

0 

0 

22.3.28 

Do. 

Lloyds  Bank  . 

800 

0 

0 

3.4.28 

Do. 

Do.  . 

800 

0 

0 

5.4.28 

Do. 

Do.  . 

580 

0 

0 

14.4.28 

Do. 

Do.  . 

100 

0 

0 

£23,553 

0 

0 

*  Includes  18  Old  Treasury  notes. 


We  have  dealt  in  some  detail  with  the  course  of  our  enquiries  as 
to  the  source  from  which  Treasury  notes  had  been  obtained  by  the 
Bank,  since  the  manner  in  which  this  information  was  gradually 
obtained  appears  to  us  to  be  of  importance,  both  as  illustrating  the 
manner  in  which  the  business  of  the  Bank  has  been  conducted  and 
the  manner  in  which  certain  ofi&cers  of  the  Bank,  particularly  the 
Chief  Cashier,  Mr.  Cameron,  and  the  Head  Messenger,  Sergeant 
Graham,  furnished  information  regarding  their  proceedings. 
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The  fact  that  Treasury  notes  had  been  drawn  from  varied  sources 
was  obviously  known  to  many  persons  in  the  Bank  and  the  cate¬ 
gorical  statements  repeatedly  made  to  us  in  the  early  stages  of  our 
enquiry  that  all  supplies  had  been  obtained  by  cheque  on  Lloyds  or 
by  exchange  of  small  sums  at  the  Bank  of  England  are  so  inaccurate 
that  we  find  it  difficult  to  understand  how  they  could  ever  have  been 
seriously  put  forward. 

The  Transactions  of  W.  B.  Duncan. 

On  the  occasion  of  our  second  visit  to  the  Bank  on  the 
30th  April,  1928,  we  examined  the  counter  cash-book  with  the 
object  of  identifying,  if  possible,  any  cash  payments  made  by  the 
Bank  with  the  payments  which  we  were  aware  had  been  traced 
to  the  Communist  Party  and  allied  bodies. 

Selecting  certain  dates  we  went  through  each  entry  in  the 
counter  cash-book  and  where  necessary  enquired  as  to  the  nature  of 
the  transaction  to  which  it  referred. 

We  found  two  payments  to  W.  B.  Duncan,  one  on  the  29th 
February,  1928,  of  i£406  Is.  lOd.,  and  the  other  on  the  2nd  March 
of  ^203  Os.  Od.  We  enquired  who  was  the  W.  B.  Duncan  referred 
to  in  these  entries.  Mr.  Muirhead  replied  that  he  had  been  in 
the  employ  of  the  Bank.  We  asked  why  he  was  no  longer  so 
employed,  and  Mr.  Gourevitch  then  said  that  after  the  Bank  became 
aware  of  Major  Kindersley’s  Question  in  Parliament,  the  Board, 
on  the  20th  April,  1928,  appointed  a  Committee  consisting  of — 

Mr.  Martiushin,  Director; 

Mr.  Muirhead,  Acting  Manager; 

Mr.  Potts,  Chief  Accountant; 

to  examine  all  accounts  for  the  past  six  months,  and  report  if  any 
contained  transactions  which  might  have  afforded  any  basis  for  the 
Home  Secretary’s  statement. 

The  Committee  reported  that  they  could  find  no  such  trans¬ 
actions,  but  that  they  had  discovered  that  W.  B.  Duncan,  of 
7,  Dalton  Street,  West  Norwood,  a  clerk  employed  in  the  Foreign 
Exchange  Department  of  the  Bank,  had  opened  an  account  on  the 
15th  February,  1928,  which  had  been  operated  very  actively  for 
sums  quite  beyond  the  ordinary  competence  of  anyone  in  his 
position. 

He  was  invited  to  give  an  explanation,  and  would  only  state  that 
he  was  engaged  in  business  transactions  with  a  friend  holding  an 
important  position  in  a  City  firm,  but  that  without  seriously 
injuring  his  friend’s  position  with  his  firm  he  could  not  disclose 
the  nature  of  these  transactions. 

The  Board,  considering  that  it  was  inadmissible  for  an  employee 
of  the  Bank  to  engage  in  business  in  such  circumstances,  suspended 
.  him  on  Friday,  the  20th  April,  and  gave  him  until  Monday,  the 
23rd  April,  to  consider  his  position.  On  the  22nd  April  he  wrote  a 
letter  declining  to  give  any  information,  and  he  was  accordingly 
dismissed. 

A  translation  of  the  report  of  the  Committee  furnished  to  us  by 
the  Bank  is  attached  (Appendix  I). 
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We  were  informed  that  Duncan  had  been  in  the  employment  of 
the  Bank  for  some  three  years ;  his  salary  was  £22  per  month,  his 
age  about  25. 

The  subordinate  staff  of  the  Bank  were  usually  obtained  on  the 
recommendation  of  Mestkom  (the  Union  of  Soviet  employees)  in 
pursuance  of  a  collective  agreement  under  which  preference  was 
required  to  be  given  to  the  nominees  of  this  body.  Mr.  Muirhead 
told  us  that  he  did  not  recall  the  Bank  having  advertised  for  any 
employees  for  the  past  four  years.  He  was  pretty  certain  that  no 
advertisement  had  been  issued  at  the  time  of  Duncan’s  appointment. 

We  examined  Duncan’s  file,  from  which  it  appeared  that 
his  application  for  employment  was  made  in  writing  on  the  7th 
June.  1924.  This  letter  was,  however,  missing  from  the  file,  which 
opened  with  a  letter  of  the  12th  June,  1924,  from  the  Bank 
addressed  to  Duncan  c/o  Mrs.  Bust,  Granard  Koad,  Beckham, 
asking  him  to  call.  Duncan’s  reply,  dated  the  14th  June,  1924, 
from  x4berdeen,  stated  that  he  was  unable  to  call,  and  the  file 
closed  with  a  letter  from  the  Bank  of  the  25th  June  asking  him 
to  take  up  duty  as  messenger  as  soon  as  possible,  and  Duncan’s 
reply,  of  the  30th  June,  stating  that  he  would  begin  work  on  the 
7th  July,  1924. 

From  a  questionnaire  filled  up  by  Duncan  we  extracted  the 
following  : — 

Previous  employment — 

Walkers’  Wireless  Co.,  Aberdeen. 

Trades  and  Labour  Council,  Aberdeen.  References  from 
these  bodies  were  attached. 

Member  of — 

National  Union  of  General  Workers, 
also — 

Mestkom,  recently. 

Recommended  by — 

Mr.  Rothstein. 

A  copy  of  Duncan’s  account  was  furnished  to  us  by  the  Bank  as 


follows : — 

Duncan’s  Account. 

Debit. 

Credit. 

1928. 

£  s. 

d. 

£ 

s.  d. 

Feb.  15 

Proceeds  of  800  dollars 

163 

19  6* 

16 

Cash 

’  13 

0 

142 

1  9 

204  0 

10 

204 

11  7t 

17 

204  0 

10 

23 

305  17 

8 

305 

17  8t 

100  18 

2 

24 

1  0 

0 

29 

406  1 

10 

609 

1  lOf 

Balance 

203  0 

0 

1,425  12  4  1,425  12  4 

*  Proceeds  of  the  sale  of  dollars  to  the  Moscow  Narodny  Bank, 
t  Proceeds  of  the  sale  of  dollars  to  Messrs.  Flindt,  Figgess  and  Duke. 


20 


Duncan’s  Account — {continued). 

Dehit.  Credit. 


1928. 

£ 

s. 

d. 

£ 

s. 

d. 

Yeb.  29 

Balance 

203 

0 

0 

March  2 

203 

0 

0 

3 

...  ••• 

386 

11 

4 

592 

2 

5 

203 

12 

2 

7 

10 

0 

240 

0 

0 

8 

606 

15 

6 

776 

10 

Of 

3 

10 

0 

9 

...  •  •  • 

407 

13 

6 

13 

4 

2 

14 

407 

6 

8 

613 

0 

7t 

15 

2 

9 

10§ 

408 

11 

7t 

407 

6 

8 

16 

...  ... 

204 

4 

10 

22 

406 

17 

3 

816 

14 

6t 

406 

17 

3 

24 

1 

0 

0 

26 

15 

0 

9 

0 

27 

5 

0 

28 

Workers’  Bookshop 

8 

6 

)>  3> 

10 

0 

29 

•  .  •  ... 

1 

0 

0 

31 

”8 

8 

April  2 

407 

6 

6 

817 

3 

-I — 

3 

•  •  •  ... 

203 

13 

3 

4 

203 

13 

3 

7 

0 

0 

5 

305 

9 

10 

816 

14  Ilf 

3 

0 

0 

10 

Bay’s  Services 

1 

12 

6 

11 

407 

16 

9 

12 

“Workers’  Life” 

12 

10 

13 

•  •  •  •  •  • 

203 

18 

2 

102 

6 

7* 

14 

•  •  •  ... 

5 

0 

0 

1 

5 

0 

17 

101 

14 

n 

18 

407 

”8 

8 

203 

9 

2 

509 

3 

3t 

24 

10 

1 

9 

8 

6,005 

11 

4 

6,005 

11 

4 

*  Proceeds  of  the  sale  of  dollars  to  the  Moscow  Narodny  Bank, 
t  Proceeds  of  the  sale  of  dollars  to  Messrs.  Flindt,  Figgess  and  Duke. 
X  Proceeds  of  the  sale  of  dollars  to  Mr.  A.  H.  Leigh. 

§  A  payment  by  cheque  to  F.  Priestley. 
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Duncan  s  Sales  of  Dollars  to  Foreign  Exchange  Brokers. 

An  examination  of  this  account  suggested  that  his  transactions 
had  been  in  dollars,  as  many  of  the  sums  were  almost  exactly  the 
equivalent  in  sterling  or  round  numbers  of  dollars.  This  impression 
was  confirmed  by  information  furnished  to  us  at  our  visit  to  the 
Bank  on  Friday,  the  4th  May,  when  we  were  informed  that  from  a 
list  of  foreign  exchange  transactions,  purporting  to  be  made  with 
the  Bank,  furnished  by  Mr.  A.  H.  Leigh,  Foreign  Exchange 
Broker,  of  26,  Macklin  Street,  Holborn,  W.C.  2,  it  was  clear  that 
a  number  of  sales  of  dollars  had  been  made  by  Duncan  for  cash 
without  the  knowledge  or  authority  of  the  Bank.  These  transactions 
were  as  follows  : — 


£ 

s. 

d. 

27.10.27. 

Sale  of  400  U.S.A.  dollars... 

...  81 

18 

11 

14.12.27. 

Do.  1,000 

Do. 

...  204 

5 

9 

25.1.28. 

Do.  1,000 

Do. 

...  204 

11 

0 

1.2,28. 

Do.  1,700 

Do. 

...  347 

10 

3 

10.2.28. 

Do.  400 

Do. 

...  81 

16 

0 

15.3.28. 

Do.  2,000 

Do. 

...  408 

11 

1* 

20.4.28. 

Do.  2,000 

Do. 

...  407 

19 

10 

*  Paid  into  Duncan’s  account  with  the  Moscow  Narodny  Bank. 


As  a  result  of  our  examination  of  all  the  messengers  of  the 
Bank,  it  appeared  that  on  various  dates  from  August  1927  onward 
they  had  been  sent  by  Duncan  to  exchange  dollars  for  Bank  notes 
or  Treasury  notes  with  Mr.  A.  H.  Leigh  and  Messrs.  Flindt, 
Figgess  and  Duke,  firms  with  whom  Duncan,  as  a  member  of  the 
Foreign  Exchange  Department,  was  in  constant  touch  on  the 
legitimate  business  of  the  Bank,  and  Mr.  C.  Platonoff,  of 
33,  Cornhill,  E.C.  3,  a  Foreign  Exchange  Broker  with  whom  the 
Bank  had  at  one  time  had  dealings. 

The  messengers  all  stated  that  they  carried  out  these  missions 
for  Duncan  believing  that  he  was  giving  instructions  on  behalf  of 
the  Foreign  Exchange  Department  in  which  he  was  employed.  In 
some  cases  he  had  given  them  further  instructions  to  take  any 
Bank  notes  received  in  exchange  for  dollars  to  the  Bank  of  England 
and  exchange  them  for  Treasury  notes.  This  they  had  done,  and 
in  all  cases  had  returned  the  proceeds  personally  to  Duncan.  They 
stated  that  in  every  case  they  had  been  furnished  by  Duncan  with 
the  usual  printed  exchange  slip  of  the  Moscow  Narodny  Bank, 
initialled  by  Duncan,  and  impressed  with  the  House  Stamp  of  the 
Bank,  and  this  was  confirmed  by  enquiry  at  Messrs.  Flindt, 
Figgess  and  Duke,  who  produced  to  us  a  number  of  these  slips 
initialled  by  Duncan,  and  stamped  with  the  House  Stamp  of  the 
Moscow  Narodny  Bank.  Subsequent  enquiry  showed  that  similar 
slips  had  also  been  sent  to  Mr.  Platonoff. 
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Messrs.  Flindt,  Figgess  and  Duke  furnished  us  with  the 
following  statement  of  sales  of  dollars  for  cash  effected  with  them 


the  beginning  of  1926. 

1927. 

November  10 

2,000 

£ 

409 

s. 

12 

d. 

6 

December 

9 

1,000 

204 

3 

9 

13 

1,000 

204 

5 

10 

1928. 

J  anuary 

13 

1,000 

204 

5 

10 

24 

500 

102 

5 

0 

27 

2,000 

409 

2 

1 

February 

2 

1,700 

317 

18 

4 

8 

2,000 

409 

8 

4 

14 

2,500 

511 

7 

7 

16 

1,000 

204 

11 

7* 

22 

1,500 

306 

13 

5* 

29 

3,000 

613 

0 

7* 

March 

2 

2,900 

593 

0 

11* 

7 

3,800 

776 

10 

0* 

13 

3,000 

613 

0 

7* 

21 

4,000 

816 

19 

1* 

April 

2 

4.000 

817 

3 

3* 

4 

4,000 

816 

14 

11* 

13 

500 

102 

1 

10* 

- 

17 

2,500 

510 

7 

11* 

*  Cf.  payments 


into  Duncan’s  account. 


They  had  understood  all  these  transactions  to  be  with  the  Bank, 
since  they  received  instructions  from  Duncan  on  the  Bank’s  private 
telephone  line  to  them,  and  as  they  were  in  daily  touch  with  him 
on  the  affairs  of  the  Bank  they  knew  that  he  was  employed  in 
the  Foreign  Exchange  Department.  The  Moscow  Narodny  Bank 
told  us  definitely,  however,  that  the  dollars  were  not  sold  on  their 
behalf,  and  that  Duncan  had  no  authority  from  them  to  engage 
in  these  transactions. 

Messrs.  Flindt,  Figgess  and  Duke  gave  us  every  assistance,  and, 
in  fact,  anticipated  our  request  for  facilities  by  writing  to  offer  them. 
We  are  satisfied  that  they  were  genuinely  under  the  impression  that 
they  were  doing  business  with  the  Bank  and  that  the  transactions 
were  of  an  ordinary  commercial  character. 

At  our  request  the  Bank  obtained  from  Mr.  Platonoff  a  similar 
statement  of  his  purchases  of  dollars  from  Duncan,  as  follows  : — 


£ 

s. 

d. 

27.10.27. 

3,000  dollars  at  4-88 

...  614 

15 

9 

3.11.27. 

3,000 

Do. 

4-88^  ... 

...  614 

2 

6 

17.11.27. 

3,000 

Do. 

4-89i 

...  613 

3 

8 

24.11.27. 

3,000 

Do. 

4-891  ... 

...  613 

0 

6 

23 


These  were  all  cash  transactions,  and  the  Moscow  Narodny  Bank 
state  definitely  that  these  transactions  were  not  made  on  their 
behalf,  and  that  they  were  quite  unaware  of  them. 

We  have  not  seen  Mr.  Leigh  and  Mr.  Platonoff,  as  it  did  not 
appear  to  be  essential  to  our  enquiry  to  do  so.  Neither  of  them 
have  communicated  with  us,  and  we  are  therefore  unable  to  say 
what  their  exact  relations  with  Duncan  may  have  been. 


Duncan’s  Sales  of  Dollars  to  the  Moscow  Narodny  Bank. 

In  Duncan’s  account  we  had  noticed  certain  credits  which  were 
not  accounted  for  by  the  transactions  already  referred  to. 
During  our  visit  to  the  Bank  on  Friday,  the  18th  May,  we 
were  examining  Mr.  Baker  regarding  certain  exchanges  of  Bank 
of  England  notes  when  Mr.  Martiushin  asked  why  he  had  not 
observed  the  instruction  that  no  notes  were  to  be  changed  for 
private  persons.  We  enquired  what  was  the  occasion  of  this 
instruction,  and  were  told  that  it  arose  from  a  proposed  purchase 
of  three  1,000  dollar  notes. 

We  asked  for  details  of  this  transaction,  and  Mr.  Cameron 
produced  the  Foreign  Currency  Bough  Notebook,  from  which  it 
appeared  that  on  the  9th  September,  1927,  10,000  dollars  had 
been  bought  from  F.  Quelch  for  ^2,051  2s.  Id.,  and  on  the 
20th  September  3,000  dollars  for  ^615  Is.  4d.  Mr.  Cameron 
said  that  he  had  sold  these  dollars  on  the  telephone  to  Platonofi 
and  had  then  immediately  paid  Quelch  in  d6l  Treasury  notes. 

An  examination  of  the  Eegister  showed  purchases  of  dollars 
from  Duncan,  and  we  extracted  the  following  particulars  : — 


Dollars. 

£ 

s. 

d. 

16.11.27. 

Duncan 

70 

14 

7 

0 

5.12.27. 

Do. 

200 

40 

19 

3 

7.12.27. 

Do. 

...  1,600 

327 

7 

4 

7.1.28. 

Do. 

103 

21 

1 

8 

12.1.28. 

Do. 

500 

102 

9 

2 

16.1..28. 

Do. 

500 

102 

7 

7 

30.1.28. 

Do. 

800 

163 

19 

8 

15.2.28. 

Do. 

800 

163 

19 

6 

13.4.28. 

Do. 

500 

102 

6 

7 

Mr.  Cameron  said  that  the  purchase  of  the  1,600  dollars  on 
the  7th  December,  1927,  was  made  with  the  knowledge  of 
Mr.  Garnett,  and  that  the  dollars  being  of  too  large  a  denomination 
to  be  useful  to  the  Bank  had  been  sent  to  the  National  City  Bank 
of  New  York.  The  other  transactions  he  had  not  reported  to 
anyone. 

Mr.  Muirhead  said  that  he  had  no  idea  that  any  such  regular 
exchanges  had  been  going  on.  Mr.  Garnett  was  then  called  in, 
and  he  said  that  he  was  aware  of  one  sale  of  dollars  by  Duncan; 
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he  had  initialled  the  slip  for  it,  but  had  not  at  all  realised  that 
they  were  Duncan’s  own  dollars.  It  was  part  of  Duncan’s 
ordinary  work  to  buy  and  sell  dollars  for  the  Bank.  Mr.  Cameron 
said  that  on  receiving  the  slip  he  had  gone  to  Mr.  Muirhead,  who 
had  then  given  instructions  that  there  should  be  no  further 
transactions  of  this  character  and  no  purchases  of  dollars  from 
private  individuals. 

Mr.  Muirhead  then  said  that  he  had  no  knowledge  of  the  further 
sales  by  Duncan  disclosed  by  the  Notebook.  Mr.  Cameron  said 
that  he  had  only  referred  to  Mr.  Muirhead  in  regard  to  the  sale 
of  the  1,600  dollars  because  of  their  denomination;  they  were  in 
100  dollar  notes,  which  were  not  useful  to  the  Bank. 

Both  Mr.  Muirhead  and  Mr.  Garnett  appeared  to  be  genuinely 
surprised  to  learn  of  Duncan’s  sales  of  dollars  to  the  Bank.  These 
transactions  had  not  come  to  light  when  the  Committee  of 
Enquiry,  set  up  by  the  Bank,  made  its  investigations  into 
Duncan’s  account,  and  the  attention  of  that  Committee  was  not 
drawn  to  them  by  Mr.  Cameron. 


Reconstruction  of  Duncan’s  Transactions. 

With  the  information  now  in  our  possession  it  becomes  possible 
to  give  a  connected  statement  of  Duncan’s  transactions.  From 
October  1927  up  to  the  15th  February,  1928,  the  date  when  his 
account  was  opened  at  the  Moscow  Narodny  Bank,  he  was  selling 
considerable  quantities  of  dollar  notes  for  Bank  notes  and  Treasury 
notes.  His  procedure  was  to  sell  dollars  to  the  Cashier  at  the 
Moscow  Narodny  Bank  or  to  send  the  messengers  of  the  Moscow 
Narodny  Bank  to  sell  dollars  for  Bank  notes  and  Treasury  notes 
to  Messrs.  Flindt,  Figgess  and  Duke,  A.  H.  Leigh,  and 
C.  Platonoff.  From  the  Messengers’  Book  for  1928  and  the  Fares 
Book  for  1927  we  have  in  most  cases  been  able  to  identify  the 
messengers. 

On  some  occasions  Duncan  gave  the  messengers  instructions  to 
go  on  to  the  Bank  of  England  and  exchange  for  Treasury  notes  any 
Bank  notes  they  might  receive.  The  table  below  shows  a  number 
of  exchanges  of  Bank  notes  at  the  Bank  of  England  and  the 
Midland  Bank,  which  can  readily  be  identified  with  these 
transactions. 

On  other  occasions  he  appears  to  have  exchanged  the  Bank 
notes  himself  at  the  Moscow  Narodny  Bank.  Mr.  Baryshnikofi, 
the  Assistant  Cashier  of  the  Bank,  told  us  that  on  one  or  two 
occasions,  at  any  rate,  he  had,  at  Duncan’s  request,  exchanged 
Bank  notes  for  Treasury  notes  at  Lloyds  Bank,  High  Holborn. 
These  were  no  doubt  the  exchanges  of  the  1st  and  14th  February 
mentioned  in  the  list  below.  Mr.  Cameron  stated  emphatically 
that  he  had  never  exchanged  any  Bank  of  England  notes  for 
Duncan. 
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Duncan’s  Transactions. 

(1.)  Before  the  Opening  of  his  Account  with  the  Moscow  Narodny  Bank 
on  February  15,  1928. 


Sale  of  Dollars. 


Moscow  Narodny  Bank 
Messengers 

obtained  Treasury  notes- 


1 

Against 

Date. 

To. 

Amount. 

Messenger. 

1 

From. 

Bank  notes  as 

under. 

£ 

d. 

£ 

£ 

27.10.27 

C.  Platonoff 

614 

15 

9 

Patterson. . 

Bank  of 

6x50  ' 

1 

England 

3x100 

>680 

A.  H.  Leigh  . . 

81 

18 

11 

Patterson. . 

3  X  20 
2x  10 

3.11.27 

C.  Platonoff 

614 

2 

6 

Patterson. . 

Bank  of 

4x  50  ' 

j-600 

England 

4  X  100 . 

10.11.27 

Flindt,  Figgess 

409 

12 

6 

Bailey, 

and  Duke 

16.11.27 

Moscow  Narodny 

14 

7 

0 

Bank 

1711.27 

C.  Platonoff 

613 

3 

3 

Patterson, 

24.11.27 

C.  Platonoff 

613 

0 

6 

Bank  of 

2x5  ■ 

1 

England 

2  X  50 
5x100. 

Ulo 

5.12.27 

Moscow  Narodny 

40 

19 

3 

7.12.27 

Moscow  Narodny 

327 

7 

4 

Bank 

9.12.27 

Flindt,  Figgess 

204 

3 

9 

Patterson. 

and  Duke 

13.12.27 

Flindt,  Figgess 

204 

5 

9 

Patterson. 

and  Duke 

14.12.27 

A.  H.  Leigh 

204 

5 

9 

7.1.28 

Moscow  Narodny 

21 

1 

8 

12.1.28 

Moscow  Narodny 

102 

9 

2 

Bank 

13.1.28 

Flindt,  Figgess 
and  Duke 

204 

5 

10 

Bust 

Midland 

4x50  = 

=  200 

16.1.28 

Moscow  Narodny 

102 

7 

7 

Bank 

24.1.28 

Flindt,  Figgess 

102 

5 

0 

Bailey. 

and  Duke 

25.1.28 

A.  H.  Leigh 

204 

0 

11 

27.1.28 

Flindt,  Figgess 

409 

2 

1 

Bank  of 

48x5  " 

1 

and  Duke 

England 

3x10 

4x20 

1  x50  ^ 

Uoo 

30.1.28 

Moscow  Narodny 

163 

19 

8 

Bank 

1.2.28 

A.  H.  Leigh 

347 

10 

3 

•• 

Lloyds 

3  X  100  i 
2x20  j 

j-340 

2.2.28 

Flindt,  Figgess 

347 

18 

4 

Poster 

Bank  of 

5x5  1 

! 

and  Duke 

England 

27x10 

U45 

1x50  J 

1 

8.2.28 

Flindt,  Figgess 

409 

8 

4 

Patterson. . 

Bank  of 

38x5  1 

1 

and  Duke 

England 

14x]0  1 
1x20  1 

Uoo 

1x50  J 

1 

10.2.28 

A.  H.  Leigh 

81 

16 

0 

14.2.28 

Flindt,  Figgess 

511 

7 

7 

Poster 

Bank  of 

2x20  1 

and  Duke 

England 

3x50 

^290  j 

T 

1  X  100  J 

£5  and] 

UlO 

J-fioycls 

1 

i 

Total  . 

6,949 

14 

8 

£10 

►  220  J 

notes  J 
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On  the  15th  February,  1928,  Duncan  opened  an  account  with  the 
Moscow  Narodny  Bank  and  paid  into  it  the  proceeds  of  the  sale 
to  the  Bank  of  800  dollars.  Thereafter  followed  a  series  of 
substantial  credits  to  the  account,  in  most  cases  readily 
identifiable  as  the  proceeds  of  the  sale  of  dollars  to  Leigh,  to  Flindt, 
Figgess  and  Duke,  and  in  one  case  to  the  Moscow  Narodny  Bank. 
At  the  same  time  he  made  large  withdrawals  from  this  account  by 
cheque.  We  were  informed  by  Mr.  Cameron  that  all  payments 
into  Duncan’s  account  were  made  in  Bank  notes  and  that,  at 
Duncan’s  request,  all  withdrawals  were  made  in  ^1  Treasury  notes. 
When  there  were  not  sufficient  Treasury  notes  in  the  till  to  meet  a 
proposed  cheque  supplies  were  drawn  from  Lloyds  Bank. 

We  give  below  a  statement  of  the  payments  into  Duncan’s 
account,  which  we  have  identified  with  sales  of  dollars.  The  Table 
also  gives  a  statement  of  the  withdrawals  from  Duncan’s  account. 

A  close  relationship  will  be  observed  between  the  payments  into 
Duncan’s  account  and  the  occasions  on  which  the  Moscow  Narodny 
Bank  drew  Treasury  notes  from  Lloyds  Bank  against  cheques  or 
exchanged  Bank  notes  for  Treasury  notes  at  the  Bank  of  England 
or  Lloyds.  A  study  of  the  withdrawals  shows  clearly  that,  as  Mr. 
Cameron  told  us,  on  more  than  one  occasion  the  Treasury  notes  from 
Lloyds  or  the  Bank  of  England  were  obtained  expressly  in  order  that 
Duncan  might  be  able  to  withdraw  the  quantities  of  Treasury  notes 
which  he  desired. 


(2.)  After  the  Opening  of  his  Account  with  the  Moscow  Narodny  Bank 
on  February  15,  1928. 


Sale  of  Dollars  by  Duncan. 

Payments 

into 

Moscow  Narodny  Bank 
Messengers 

obtained  Treasury  notes— 

With¬ 

drawals 

from 

Duncan’s 

A/c. 

Duncan’s 

Date. 

To 

Amount. 

Messenger. 

A/c. 

From. 

Against. 

15.2.28 

16.2.28 

M.  N.Bank... 
F.  F.  &  D.  ... 

£  s.  d. 
163  19  6* 
204  11  U 

Foster 

£  s.  d. 
163  19  6 
204  11  7 

£  s.  d. 

204  0  10 

22.2.28 

23.2.28 

Ditto 

306  13  .5* 

Foster. 

305  17  8 

305  17  9 

29.2.28 

F.  F.  &"d.  ... 

613’"o  7* 

Bailey 

609  1  10 

Lloyds  ... 

Cheque  £1,000 

406  1  10 

2.3.28 

3.3.28 

Ditto 

593  0  11* 

Patterson. 

592  2  6 

Lloyds  ... 

Cheque  £500 

386  11  4 

5.3.28 

7.3.28 

8.3.28 

F.  F.  &  D.  . ... 

776’lO  1* 

776  i’o  0 

203  12  4 

606  15  6 

13.3.28 

14.3.28 

15.3.28 

F.  F.  &  "d.  ... 

A.  H.  Leigh 

613”’o  7* 

408  11  7* 

Foster. 

Patterson 

613  0  7 

408  11  7 

Bank  of 
England 
Bank  of 

6  X  £100— £600 

4  X  £100— £400 

407  6 

407  6  8 

16.3.28 

21.3.28 

22  3.28 

F.  F.  &  'd.  ... 

816’ 19  1* 

Bailey. 

816  14  6 

England 

Lloyds  ... 

8  X  £100— £800 

204  4  10 

406  17  3 

22.3.28 

2.4.28 

F.  F.  &  D.  ... 

817"'3  3* 

817  ”3  2 

406  17  3 

407  6  6 

3.4.28 

4.4.28 

F.  F.  &"d.  ... 

816"i4  11‘ 

Lloyds  ... 

8  X  £i6o— £800 

203  13  3 
203  13  3 

5.4.28 

816  14  11 

Lloyds  ... 

£10,  £20,  £50 

305  9  10 

11.4.28 

13.4.28 

M.  N.  Bank... 

102*6  7* 

102  *6  7 

and  £100 

notes— £800 

407  16  9 
203  18  2 

13.4.28 

14.4.28 

17.4.28 

18.4.28 

F.  F.  &  D.  ... 

F.  F.  &  D.  ... 

102  1  10* 

510  7  11* 

101  14  7 
509  3  3 

Lloyds  ... 

£5  and  £10 
notes— £100 

407  8  8 

18.4.23 

20.4.28 

A.  H.  Leigh 

407  "19  1 

2U3  9  2 

Total 

7,253  0  11 

M.  JST.  Bank  =  Moscow  Narodny  Bank.  F.  F.  &  D. 

*  Paid  into  A/c. 


=  Flindt,  Figgess  and  Duke. 
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These  transactions  are  summarised  in  the  following  Table  : — 


Date. 

Value  of  Treasury 
Notes  obtained 
by  the  Moscow 
Narodny 

Bank,  Ltd. 

Number  traced 
to  Communist 
Organisations. 

Date. 

27.10.27 

£ 

680 

100 

28.10.27 

3.11.27 

I  600 

21 

11.11.27 

24.11.27 

!  610 

66 

25.11.27 

7.  1.28 

600 

9  ' 

to 

5.12.27 

13.  1.28 

13.  1.28 

1  200 

1 

26.  1.28 

27.  1.28 

i  400 

40 

28.  1.28 

1.  2.28 

340 

8 

4.  2.28 

8.  2.28 

400 

10 

>  16-18.2.28 

29.  2.28 

1,000 

39 

2.  3.28 

3.  3.28 

500 

3 

8.  3.28 

14.  3.28 

600 

21 

17.  3.28 

15.  3.28 

400 

13 

16-17.3.28 

These  are  occasions  on  which  we  are  able  to  trace  the  passage  of 
Treasury  notes  through  the  Narodny  Bank  or  its  messengers  and 
Duncan  to  the  Communist  Party  and  its  allied  organisations.  They 
are  only  typical  examples  of  what  has  been  going  on,  and  there  can 
be  no  doubt  that  on  the  other  occasions  on  which  Treasury  notes 
were  obtained  by  the  Bank  or  by  messengers  of  the  Bank  in 
connection  with  Duncan’s  sales  of  dollars  or  withdrawals  from  his 
account  the  Treasury  notes  so  obtained  also  found  their  way  to 
the  same  destination. 

It  has  for  a  long  time  past  been  the  practice  of  the  Communist 
Party  of  Great  Britain  to  pay  its  workers  in  Treasury  notes.  The 
total  amount  of  such  payments  is  very  considerable  and  the  pay¬ 
ments  to  which  we  have  referred  above  as  having  been  identified 
represent,  of  course,  only  a  very  small  part  of  the  actual  notes 
traced  to  Communist  organisations. 

The  examples  we  have  set  out  above  coupled  with  the 
circumstances  in  which  Duncan’s  transactions  have  been  carried  on, 
his  known  political  connections  and  activities,  and  his  untruthful 
statements  to  us  regarding  his  transactions  are,  we  think,  sufficient 
to  demonstrate  conclusively  that  in  Duncan’s  transactions  we  have 
one  of  the  channels  through  which  the  Communist  Party  of  Great 
Britain  and  its  allies  received  their  financial  supplies.  The  total 
sum  handled  by  Duncan  which  we  have  been  able  to  trace  is 
£14,202. 

The  Quelch-Priestley  Transactions. 

On  the  occasion  of  our  visit  to  the  Midland  Bank  on  Monday, 
the  7th  May,  we  made  enquiries  regarding  Treasury  notes  obtained 
from  that  Bank  by  the  Moscow  Narodny  Bank. 

As  we  have  already  stated,  we  were  furnished  by  the  Midland 
Bank  with  particulars  of  a  number  of  exchanges  by  the  Moscow- 
Narodny  Bank  of  Bank  of  England  notes  for  Treasury  notes  (see 
page  14). 
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The  Chief  Cashier  of  the  Midland  Bank  informed  us  that 
he  recognised  the  Bank  notes  paid  in  on  the  9th  and 
16th  November  as  part  of  a  large  series  of  £5  notes  originally 
paid  to  the  Moscow  Narodny  Bank  by  the  Midland  Bank 
on  the  25th  May,  1927.  On  that  day  he  had  received 
a  telephone  message  from  the  Narodny  Bank  that  they 
wished  to  draw  ^20,000  in  cash  on  their  account  with  the  Midland 
Bank.  He  had  therefore  obtained  3,200  £5  notes  =  ^16,000  from 
his  Head  Office.  The  numbers  were  85001-200  and  ‘e  47 001-50000. 
Payment  was  made  on  a  cheque  dated  the  25th  May,  1927, 
numbered  79579,  drawn  by  the  Moscow  Narodny  Bank  on  the 
Midland  Bank,  Overseas  Branch,  as  follows  : — 
d£16,000  in  £5  notes. 

564,000  in  Treasury  notes. 

To  the  best  of  his  recollection,  these  notes  were  paid  to  Sergeant 
Graham. 

At  this  point  we  called  in  Sergeant  Graham,  who  had  been  sei 
down  to  the  Midland  Bank  at  our  request.  We  asked  whether  ht^^ 
had  any  recollection  of  the  payment  of  5020,000  on  the  25th^® 
May,  1927.  At  first  he  professed  to  have  no  recollection  whatever^ 
of  the  incident,  but,  on  being  pressed,  he  admitted  that  he  remem-^^ 
bered  a  payment  of  this  sum,  and  said  that  it  was  collected  by^‘ 
Mr.  Baryshnikoff,  and  that  he  had  accompanied  Mr.  Baryshnikoff 
purely  in  the  capacity  of  porter. 

We  then  returned  to  the  Moscow  Narodny  Bank  and  examined 
Mr.  Baryshnikoff,  who  stated  that  on  the  25th  May,  1927,  he  had 
cashed  a  cheque  for  £20,000  at  the  Midland  Bank  Overseas  Branch.  ^ 

He  produced  the  cheque  No.  O.3.  79579.  It  was  drawn  by 

the  Moscow  Narodny  Bank  on  the  Midland  Bank,  endorsed  “  Please 
pay  cash,”  and  signed  by  Mr,  Martiushin  and  Mr,  Garnett.  On  the 
back  there  was  an  endorsement, 

“3,200/5  .  16,000 

4,000/1  .  4,000 


20,000 

J.  Graham. 

V.  Baryshnikoff.” 

This  transaction  was  the  result  of  a  request  from  the 
Edel  Metalle  Vertriebs  A.G.,  Berlin,  to  transfer  from  their 
deposit  account  to  their  current  account  the  equivalent  of  97,150 
dollars  in  order  that  it  might  be  withdrawn.  We  found  entries  for 
this  transfer  in  the  Edel  Metalle  Vertriebs’  account  and  also  in  the 
Counter  Cash  Book.  The  instructions  were  given  by  Mr.  Shannin, 
Commercial  Attache  at  the  Soviet  Embassy,  who  was  authorised  by 
the  Edel  Metalle  Vertriebs  to  draw  on  their  account.  The  Bank  notes 
were  taken  direct  by  Mr.  Baryshnikoff  to  Mr.  Shannin  at  the  Soviet 
Embassy  at  Chesham  House,  and  his  receipt  is  endorsed  on  the 
letter  and  dated  the  25th  May,  1927,  There  was  a  pencil  endorse- 
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ment  in  Mr.  Martiushin’s  writing,  “  16,000  in  £5  notes  and  i!4,000 
in  notes,”  and  Mr.  Martiushin  said  he  remembered  that 
Mr.  Shannin  had  asked  for  payment  in  these  denominations. 

A  translation  of  Mr.  Shannin’s  letter  and  a  copy  of  the  Bank’s 
reply  were  furnished  to  us,  as  follows 

{Translation.) 

”  L.  Shannin,  Financial  Attache  to  the 
Embassy  of  the  Union  of  Soviet" 

Socialist  Eepublics  in  Great  Britain. 

To  the  Moscow  Narodny  58-60,  Moorgate,  London,  E.C.  2, 

Bank,  London.  May  24,  1927. 

Kindly  release  before  maturity  and  hand  to  me  from  the 
account  Kussoplatine*  ^20,000^ — withholding  for  the  second 
month  the  difference  between  interest,  as  arranged,  at  6  per 
cent,  and  the  interest  on  my  current  account. 

Commercial  Attache  : 

(Sgd.)  L.  Shannin.” 

Received  the  sum  of  twenty  thousand  pounds  in  cash  in 
respect  of  the  above. 

(Sgd.)  L.  Shannin. 

May  25,  1927. 

Copy  of  the  Bank's  Reply. 

”  Edelmetalle  Vertriebs  A/G., 

Tauentzienstr.,  14,  Berlin. 

Dear  Sirs,  May  25,  1927. 

As  arranged  with  your  representative,  Mr.  Shannin,  we  have 
to-day  sold  for  your  account  $97,150  at  4 -851.  The  equivalent 
at  this  rate,  namely,  L20,000  (Twenty  Thousand  Pounds)  we 
have  paid  to  Mr.  Shannin. 

The  ..above  amount  of  $97,150  has  been  debited  to  you  in  your 
Loro  Dollar  Account,  value  to-day,  and,  as  arranged  with 
Mr.  Shannin,  and  to  meet  this  debit,  we  have  transferred  a 
similar  amount  to  the  credit  of  your  Loro  Dollar  account  from 
your  Fixed  Deposit  Account,  under  value  of  the  original  date 
of  the  deposit,  namely,  the  20th  May,  1927. 

Kindly  confirm  our  action. 

Yours  faithfully,” 

We  then  examined  Mr.  Cameron  as  regards  the  exchanges  of  the 
9th_  and.  16th  November.  He  said  that  the  Sergeant  made  these 
exchanges  on  his  instructions.  He  remembered  quite  well  that  hw 
had  received  the  Bank  notes  from  F.  Quelch,  an  employee  of 
.  Centrosoyus.  He  had  received  Bank  notes  from  this  person  about 
five  times  during  the  autumn  of  last  year  for  exchange. 

On  the  9th  May  we  examined  Mr.  (Cameron  further  on  the  subject 
of  these  exchanges,  as  Mr.  Wise  had  told  us  on  the  8th  May  that 
Mr.  Cameron’s  statement  that  these  notes  had  been  received  from 
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F.  Quelch  must  be  incorrect  since  Quelch  had,  in  fact,  been  in 
Moscow  at  that  time  and  could  not  possibly  have  handed  the  notes 
to  Mr.  Cameron.  We  have  ascertained  that  Quelch  left  this  country 
for  Eussia  on  the  29th  October,  1927,  on  the  s.s.  “  Soviet  ”  in  order 
to  attend  the  Anniversary  Celebrations  in  the  Union  of  Socialist 
Soviet  Eepublics.  He  went  with  the  Delegation  which  visited 
Eussia  on  the  invitation  of  the  Soviet  Government  and  returned  to 
this  country  early  in  December. 

Mr.  Cameron  said  that  Quelch  had  been  coming  to  him  at 
frequent  intervals,  at  any  rate,  as  far  hack  as  the  beginning  of  1927, 
for  the  purpose  of  exchanging  Bank  notes.  If  the  notes  exchanged 
on  the  9th  and  16th  November  had  not  been  handed  to  him  by 
Quelch  they  must  have  been  handed  to  him  by  F.  Priestley,  another 
employee  of  Centrosoyus.  He  knew  both  these  peisons,  since  they 
had  a  joint  account  with  the  Bank  which  had  been  opened  on  the  3rd 
June,  1927. 


The  Quelch-Priestley  Joint  Account. 

We  enquired  the  nature  of  the  Quelch-Priestley  joint  account, 
and  were  informed  that  it  was  opened  to  deal  with  the  liquidation  of 
the  affairs  of  Mestkom,  the  Union  of  Soviet  Employees  in  London. 
After  the  breaking  off  of  relations  between  this  country  and  the 
U.S.S.E.  on  the  2Gth  May,  1927,  large  numbers  of  the  Eussian 
employees  returned  to  Eussia  and  the  Union  came  to  an  end.  The 
funds  of  the  Union  had  been  dealt  with  on  an  account  at  the  Moscow 
Narodny  Bank  in  the  names  of  Oldfield,  Kish  and  Howard.  This 
account  was  closed  about  April  1927. 

We  examined  the  account  and  extracted  the  following  particu¬ 
lars  : — 


On  the  31st  December,  1925,  there  was  a  balance  in  this  account 
of  i£l,267  lO-s.  Sd.  During  1926  payments  were  made  as  follows  : — 


2.1.26 

Cash 

P.  Miller . 

5.2.26 

Cash 

15.5.26 

Gas,  Light  &  Coke  Co.  . 

20.5.26 

J.  Lvons  ... 

8.6.26 

Cash 

13.11.26 

F.  Qtielcli 

15.11.26 

Ta'^s. 

23.11.26 

F.  Quelch 

£  s.  d. 
500  0  0 

180  0  0 
500  0  0 

3  14  5 

4  0  0 

6  10  0 

21  11  0 
15  5  0 

6  13  8 


Balance  31st  December,  1926, 


£1 


093  Is.  Id. 


During  1927  payments  were  made  as  follows: — 

£  s.  d. 

3.3.27  Embassy  ...  ...  ...  25  0  0 

5.3.27  “  Labour  Keview  ”  (?)  ...  10  0 

7.3.27  Kniga .  14  19  7 

Balance  7th  April,  1927,  £1,340  13s.  Od. 

Transferred  to  the  Eussian  Trade  Delegation  per  the  Bank  for 
Eiissian  Trade. 
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The  object  of  tlie  transference  of  the  balance  to  the  Bussian 
Trade  Delegation  was  its  transmission  to  Kussia,  but  as  a  result  of 
the  protests  of  the  English  employees,  who  had  paid  a  percentage  of 
their  wages  as  dues  to  the  funds  of  Mestkom,  a  new  account  in  the 
names  of  Quelcli  and  Priestley  was  opened  with  the  Moscow  Narodny 
Bank  for  the  purpose  of  liquidating  the  affairs  of  the  Union.  A  copy 
of  this  account  is  set  out  below. 

Messrs.  F.  Quelch  and  F.  Priestley, 


In  a/c  with  the  Moscow  Narodny  Bank,  Limited, 


Lincoln  House, 

300,  High  Holborn,  W.C.  1. 

May  10,  1928. 

Current  Account. 

1927. 

£ 

s.  cl. 

1927.  £ 

s.  d. 

June  3  To  Cheque  Book 

J une  3  By  Cash  . .  . .  45 

0  0 

(25126/50)  .. 

4  2 

„  ..  ..  37 

0  0 

25 

F.  Priestley 

8  „  ..  ..53 

15  0 

25126 

60 

0  0 

a/c  Bank  for  Eus- 

30 

Balance  carried 

sian  Trade  4/6  .  1,000 

0  0 

down.,  ..  1,137 

14  2 

9  Cheque  . .  . ,  26 

5  0 

„  . .  . .  33 

10  0 

24  Cash  . .  . .  1 

0  0 

30  Interest  25/6  . .  1 

8  4 

1,197 

18  4 

1,197 

18  4 

July  12 

To  F.  Priestley  251 27 

1.36 

10  0 

June  30  By  Balance  Brought 

Aug.  2 

P.  Howard  25128 

27 

0  0 

down  . .  . .  1,137 

14  2 

10 

Cash  25129 

60 

0  0 

Aug.  22  Cheque  . .  . .  400 

0  0 

22 

„  25130 

400 

0  0 

Dec.  13  Cash  ..  ..  750 

0  0 

31 

25131 

20 

0  0 

19  „  . .  . .  750 

0  0 

Sept.  1 3 

„  25132 

20 

0  0 

31  Interest  25/12  . .  8 

11  0 

15 

„  25133 

60 

0  0 

30 

D.  Eoberts  25134 

20 

0  0 

Oct.  25 

Cash 

D.  Eoberts  25135 

20 

0  0 

27 

Cash  25136 

600 

0  0 

Nov.  5 

Cheque 

A.  Squair  25137 

20 

0  0 

11 

Cash  25138 

20 

0  0 

30 

„  25139 

20 

0  0 

Dec.  13 

A.  Squair  25140 

100 

0  0 

„  25141 

650 

0  0 

20 

Cash  25143 

1 

5  6 

21 

A.  Squair  25142 

500 

0  0 

31 

Cash  25144 

20 

0  0 

Balance  carried 

down  . . 

351 

9  8 

3,046 

5  2 

3,046 

5  2 

1928. 

1927. 

Jan.  12 

To  A.  Squair  25145 

251 

9  8 

Dec.  31  By  Balance  Brought 

Feb.  28 

Cash 

80 

0-0 

down  , .  . .  351 

9  8 

29 

Balance  carried 

down  . . 

20 

0  0 

351 

9  8 

351 

9  8 

1928. 

Feb.  29  By  Balance  Brought 

Mar.  26 

To  Cash  ■  25147 

20 

0  0 

down  . .  . .  20 

0  0 

(Signed) 

B.  POTTS,  Chief  Accountant. 
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Mr.  Cameron  informed  us  that  knowing  Messrs.  Quelch  and 
Priestley  in  connection  with  this  account  and  as  employees  of 
another  Kussian  institution  in  London,  he  had,  on  numerous 
occasions  during  1927,  exchanged  Bank  notes  for  Treasury  notes 
at  their  request.  He  had  exchanged  the  notes  to  oblige  them, 
although  he  would  not  have  done  so  for  anyone  else.  He  was, 
indeed,  certain  that  he  had  never  exchanged  notes  of  any  great 
value  for  anyone  else.  He  had  always  intended  that  such  notes 
should  be  exchanged  at  the  Bank  of  England,  but  from  our 
enquiries  it  is  quite  clear  that  exchanges  were  not  habitually  so 
made,  and  were,  in  fact,  uistributed  between  the  Bank  of  England, 
Midland  Bank  (Overseas  Branch)  and  Lloyds  Bank,  High  Holborn. 

Our  first  knowledge  of  these  exchanges  for  t^uelch  was  derived 
from  Mr.  Cameron’s  statement  on  Monday,  the  7th  May.  On 
Thui'sday,  the  10th  May,  we  were  informed  by  telephone  by 
Mr.  Wise  that  immediately  after  this  statement  to  us  investigations 
had  been  made  into  the  transactions  of  Quelch  and  Priestley  by 
the  Board  of  Centrosoyus,  and  that  they  had  found  that  Quelch 
had  been  dealing  in  considerable  sums  of  money  for  which  he 
could  give  no  satisfactory  explanation,  and  he  had  accordingly 
been  dismissed  on  that  day.  He  stated,  further,  that  a  similar 
enquiry  had  been  made  in  regard  to  Priestley,  and  as  a  result  of 
this  enquiry  Priestley  was  dismissed  on  the  11th  May.  Copies  of 
the  Minutes  of  the  Board  of  Centrosoyus  are  set  out  below : — 

''Minutes  of  the  222nd  Meeting  of  the  Com'pany,  held  at  its 
Registered  Offices  on  Monday,  May  7,  1928,  at  5  p.m. 

Present : 

Mr.  A.  B.  Gourevitch  (in  the  Chair). 

Mr.  E.  F.  Wise. 

Mr.  M.  Tcharney  (Secretary). 

Mr.  Quelch. 

The  situation  arising  out  of  the  investigation  by  Home 
Office  Officials  of  the  books  of  the  Moscow  Narodny  Bank, 
Limited,  was  discussed. 

It  was  reported  that  the  investigation  revealed  that  certain 
sums  of  money  had  been  exchanged  by  Mr.  Quelch,  a  clerk 
employed  by  the  Company,  and  that  he  had  not  given  any 
satisfactory  explanation  concerning  these  transactions. 

The  Board  decided  that — 

(i.)  In  the  absence  of  a  satisfactory  explanation  as  to  the 
circumstances  in  which  he  was  engaged  in  private 
business  whilst  in  the  employment  of  the 
Company,  there  was  no  alternative  but  to  dispense 
with  the  services  of  Mr.  Quelch. 

(ii.)  To  instruct  the  Accounts  Department  to  pay 
Mr.  Quelch  all  moneys  due  to  him  in  accordance 
with  the  terms  of  his  service  with  the  Company. 

Centrosoyus  (England)  Limited, 

True  Copy.  (Sgd.)  Marc  Tcharney,  Secretary. 
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Minutes  of  the  223rd  Meeting  of  the  Board  of  Directors,  held 
at  the  Registered  Offices  of  the  Company,  on  Friday, 
May  11,  1928,  at  5  p.m. 

Present : 

Mr.  E.  F.  Wise. 

Mr.  Tcharney  (Secretary). 

Me.  Priestley. 

It  was  reported  that  Mr.  Priestley,  a  Clerk  employed  by 
.  the  Company,  was  concerned  in  the  transactions  which  led 
to  the  dismissal  of  Mr.  Quelch,  and  in  the  circumstances  it 
was  decided  to  dispense  with  the  services  of  Mr.  Priestley, 
Mr.  Gourevitch  having  notified  his  concurrence. 

Centrosoyus  (England)  Limited, 

True  Copy.  (Sgd.)  Marc  Tcharney,  Secretary. 

We  invited  Mr.  Quelch  to  come  and  give  us  an  explanation 
of  the  transactions  in  which  he  had  been  engaged,  but  he  declined 
to  do  so.  We  think  it  was  unfortunate  that  Quelch  should  have  been 
dismissed  without  any  notice  to  us,  since  one  result,  whether  inten¬ 
tional  or  not,  of  this  action  was  to  put  it  out  of  the  power  of  Centro¬ 
soyus,  Limited,  to  instruct  him  to  come  and  furnish  us  with  some 
explanation  of  his  transactions.  We  also  invited  Mr.  Priestley  to 
come  and  see  us.  He  at  first  replied  that  he  had  made  a  full  state¬ 
ment  of  the  facts  of  the  case  tb  Mr.  Wise,  and  as  he  had  no  further 
information  to  give,  the  matter  was  ended  so  far  as  he  was  concerned, 
and  no  useful  purpose  would  be  served  by  an  interview. 

In  consequence,  however,  of  a  further  message  conveyed  to 
him  through  Mr.  Wise,  he  attended  at  the  Home  OfS.ce  on 
Saturday,  the  12th  May,  and  made  a  statement  to  us  as  follows  : — 
Statement  by  F.  Priestley. 

Mr.  Priestley  said  that  he  was  called  up,  with  Mr.  Quelch, 
by  Mr.  Wise  early  this  week,  and  examined  in  regard  to  his 
transactions  with  the  Narodny  Bank.  They  gave  a  general  explana¬ 
tion,  and  he  understood  that  Quelch  was  sent  for  again  by  Mr.  Wise ; 
what  happened  at  this  interview  he  did  not  know.  He  himself  was 
again  called  up  by  Mr.  Wise  about  5  o’clock  on  Thursday  evening, 
the  loth  May,  when  he  gave  a  full  explanation  about  these  trans¬ 
actions  with  the  Narodny  Bank.  He  seemed  surprised  that  this 
explanation  had  not  been  transmitted  to  us  by  Mr.  Wise. 

He  repeated  the  statement  to  us  : — 

He  was  a  bookkeeper  in  the  Accounts  Departrnent  of 
Centrosoyus,  having  been  appointed  in  September  1925.  He 
worked  under  a  Mr.  Booman.  Before  his  employment  at  Centro¬ 
soyus  he  had  been  in  various  positions,  including  one  with  the  Arcos 
Steamship  Company  for  four  or  five  months;  he  was  discharged 
on  re-organisation  when  the  business  was  transferred  to  Sovtorgflot. 

Quelch  was  employed  in  the  Tea  .Department,  and  was  also  in 
charge  of  the  building.  He  was  not  aware  that  he  had  any  direct 
Chief,  but  if  there  was  one,  it  would  be  Mr.  Stepanov. 

He  had,  himself,  a  small  account  with  the  Moscow  Narodny 
Bank,  which  began  about  eighteen  months  ago  for  the  purpose 
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of  paying  subscriptions  to  English  papers  on  behalf  of  “Pravda. 
Funds  were  transferred  to  it  through  Lloyds  Bank,  but  it  was 
never  a  large  account  or  in  credit  for  more  than  ^50. 

He  had  now  been  discharged  from  Centrosoyus  in  consequence 
of  a  transaction  of  October  1927.  In  that  month  he  had  been  asked 
by  Quelch  to  pay  L800  in  Bank  notes  into  his  personal  account; 
this  he  had  done,  and  had  withdrawn  the  same  sum  in  Treasury 
notes  the  next  day  and  paid  the  Treasury  notes  to  Quelch.  This 
he  did  as  a  personal  favour,  and  Quelch  gave  him  no  explanation 
of  the  object  of  the  exchange.  Quelch  had  never  spoken  to  him 
regarding  any  other  payments,  and  although  Mr.  Wise  appeared 
to  regard  the  explanation  as  satisfactory,  he  had,  nevertheless, 
been  given  notice  on  one  month’s  pay. 

We  then  examined  him  regarding  his  joint  account  with  Quelch. 
He  said  that  after  the  breaking  off  of  diplomatic  relations  with 
Kussia,  Mestkom  was  dissolved,  as  many  employees  had  been 
discharged.  He  had  been  a  member  of  the  Committee.  Member¬ 
ship  of  Mestkom  was  voluntary;  there  were  about  1,200  members 
out  of  1,500  Soviet  employees  in  this  country.  The  dues  were  at 
first  1  per  cent.,  and  later  2  per  cent.,  of  salary,  collected  fortnightly. 
Money  had  been  advanced  for  a  capital  expenditure  on  the  club 
and  sports  ground,  but  this  had  been  repaid  by  Mestkom.  After 
the  breach  of  relations  there  had  been  great  confusion,  and  the 
joint  account  was  started  for  the  purpose  of  liquidating  the  affairs 
of  Mestkom. 

The  account  had  been  opened  with  certain  small  payments — 
those  of  the  3rd  and  8th  June,  1927 — which  represented  a  loan 
and  certain  arrears  of  subscriptions  which  had  been  called  in.  This 
was  followed  by  a  payment  of  ^61,000  transferred  from  the  Bank  for 
Russian  Trade.  This  T  1,000  was  the  balance  of  an  earlier 
Mestkom  account  in  the  name  of  Oldfield,  Kish  and  Howard. 

Mr.  Alexander  Squair  had  been  sent  to  Moscow  to  interview 
the  Headquarters  of  Mestkom  and  clear  up  the  position;  he  acted 
as  an  unofficial  secretary  for  the  purpose  of  liquidation  and 
eventually  sent  a  final  statement  of  the  accounts  to  Moscow.  His 
salary  was  ^£40  per  month  and  he  was  engaged  whole  time  on  this 
work. 

Various  withdrawals  of  cash  amounting  to  566O  and  T20  shown 
in  the  Joint  account  were  in  respect  of  Squair’s  salary.  Squair 
was  now  employed  by  the  new  Russian  Mestkom  in  this  country. 

We  then  went  through  the  Quelch-Priestley  joint  account  in 
detail : — 

Withdrawals. 

June  25th,  1927,  E.  Priestley  .  ^60 

August  10th,  1927,  F.  Priestley  .  566O 

This  money  was  withdrawn  and  handed  to  Squair  to  pay  the 
expenses  of  two  journeys  to  Moscow. 

July  12th,  1927,  F.  Priestley  ...  ^136  10s.  Od. 

This  represented  the  arrears  above  referred  to  and  was  paid  to 
Squair. 
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August  2nd,  1927,  P.  lioward  .  i627 

Howard  was  a  bookkeeper  at  Mestkom  and  was  kept  on  for  a 
time  to  clear  up  affairs.  ^27  probably  represented  a  month’s  salary. 

August  22nd,  1927  .  ^400 

This  was  withdrawn  as  a  favour  to  the  Secretary  of  the  Workers’ 
Sports  Association.  There  was  a  delegation  to  Eussia,  the  expenses 
of  which  were  to  be  paid  by  the  Eussian  Sports  Movement,  but  as 
they  had  sent  a  crossed  cheque  and  the  money  was  required  urgently 
so  that  the  delegation  might  leave  the  next  day,  the  cheque  was  paid 
into  the  joint  account  and  the  money  withdrawn  and  handed  to  the 
Secretary. 

September  30th  and  October  25th,  1927,  two  payments  to 
D.  Eoberts. 

These  were  payments  to  Dora  Eoberts,  who  went  as  a  student  to 
the  Trade  Union  School  at  Moscow,  as  the  nominee  of  Mestkom. 
(By  Trade  Union  School,  he  no  doubt  meant  the  Lenin  School  at 
Moscow.) 

August  27th,  1927  .  ^600 

This  was  withdrawn  on  the  request  of  Squair,  he  did  not  know 
for  what  reason.  Squair  often  asked  for  money  without  saying  for 
what  it  was  required. 

The  two  payments  into  the  account  of  ^750  on  the  13th  and 
19th  December  were  Bank  notes  handed  to  Priestley  by  Squair  who 
stated  that  they  represented  money,  already  drawn  out,  which  was 
not  required. 

On  the  13th  December  there  were  withdrawals  of  ;£100  and  ^650 
by  cheque  to  Squair. 

On  the  21st  December  there  was  a  further  cheque  to  Squair  of 
£500. 

He  said  that  as  a  rule  Squair  saw  Quelch  first — Quelch  had  a 
room  of  his  own  at  Centrosoyus — and  then  sent  down  for  him 
(Priestley)  to  get  his  signature. 

With  the  exception  of  the  £800  Bank  notes  received  from  Quelch, 
and  the  two  separate  sums  of  £750  from  Squair,  he  was  prepared 
to  swear  that  he  had  never  taken  any  Bank  notes  to  the  Moscow 
Narodny  Bank  to  pay  into  either  account  and  he  had  never 
exchanged  Bank  notes  at  the  Moscow  Narodny  Bank. 

He  had  no  knowledge  whatever  of  the  nature  of  Quelch ’s  trans¬ 
actions  outside  their  joint  account. 

Further  Enquiries  at  the  Bank  on  Priestley' s  Statement. 

In  view  of  this  statement  of  Priestley  we  returned  to  the  Bank  on 
Monday,  the  14th  May,  and  enquired  as  to  the  form  in  which  cash 
payments  were  made  into  this  joint  account.  The  paying-in  slips 
for  the  13th  and  19th  December  were  produced,  showing  that  the 
money  had  been  paid  in  Bank  notes.  The  denominations  were, 
however,  not  stated.  By  an  examination  of  the  Counter  Cash  Book, 
however,  we  found  that  a  sum  of  £200  in  £5  notes  was  sent  on  the 
21st  December  to  the  All-Eussian  Co-operative  Bank,  Moscow,  and 
from  the  record  of  the  notes  sent  to  this  Bank  the  numbers  were 
found  to  be  ■jl;'’  48965—49000  and  e’  35608-11.  Mr.  Cameron  had 
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no  doubt  that  the  first  batch  489(55-49000)  were  derived 
from  the  payment  of  £750  into  the  Quelch-Priestley  account  on  the 
19th  December.  He  thought  that  the  balance  of  the  £750  was 
probably  used  in  paying  miscellaneous  accounts  to  walks  clerks  from 
other  Banks  about  that  date. 

By  subsequent  enquiry  from  the  Bank  of  England  we  have  been 
able  to  verify  that  46  £5  notes  of  the  same  series  and  adjoining 
numbers  were,  in  fact,  paid  by  the  Moscow  Narodny  Bank  to  walks’ 
clerks  from  various  London  Banks  on  the  20th  and  21st  December 
and  that  18  such  notes  were  paid  to  Somerset  House  by  Selosoyiis, 
Ltd.,  another  Eussian  trading  organisation,  on  the  21st  December. 
There  can  be  no  doubt  that  Selosoyus,  Ltd.,  which  is  in  the  same 
building  as  the  Moscow  Narodny  Bank,  obtained  these  notes  from 
the  Bank  in  the  ordinary  course  of  business.  The  Counter  Cash 
Book  shows  that  there  were  cash  payments  to  Selosoyus  on  the 
19th,  20th  and  21st  amounting  in  all  to  £300. 

As  regards  the  transfer  of  £1,000  from  the  Bank  for  Eussian 
Trade  on  the  8th  June,  1927,  we  ascertained  that  the  Narodny  Bank 
received  an  instruction  to  debit  the  account  of  the  Bank  for  Eussian 
Trade  with  this  amount  and,  on  the  instructions  of  Messrs.  F.  Quelch 
and  M.  Joelson,  to  credit  the  account  of  Quelch  and  Priestley  with  a 
corresponding  amount.  This  is  clearly  the  bulk  of  the  balance  of 
the  former  Oldfield,  Kish  and  Howard  account  transferred  to  the 
Bank  for  Eussian  Trade  on  the  7th  April,  1927. 

We  also  examined  Priestley's  own  account  with  the  Moscow 
Narodny  Bank.  It  appeared  to  have  been  running  from  the  31st 
December,  1926,  and  earlier. 

It  was  obviously,  as  Priestley  had  said,  an  account  for  the  pur¬ 
chase,  on  behalf  of  “Pravda,”  of  various  English  periodicals,  but 
on  the  13th  October,  1927,  there  was  a  record  of  a  cash  payment  of 
£800  and  on  the  14th  October  of  a  withdrawal  of  cash  of  £800. 
Mr.  Baryshnikoff  recognised  the  record  of  this  receipt  in  the  Counter 
Cash  Book  as  in  his  own  writing,  and  said  that  no  doubt  the  payment 
out  had  been  made  in  £1  Treasury  notes,  as  this  was  the  usual 
practice.  He  did  not  remember,  however,  in  what  form  the  money 
had  been  paid  in. 

From  the  Bank  of  England  we  obtained  particulars  of  an 
exchange  by  the  Narodny  Bank  on  the  14th  October  of  eight  £100 
notes,  and  it  was  no  doubt  in  this  form  that  the  money  was  paid  in. 

In  a  great  many  cases  where  notes  of  such  large  denominations 
as  £100  were  exchanged,  we  have  been  able  to  demonstrate  that 
they  were  the  proceeds  of  the  sale  of  dollars,  and  this  £800  being 
in  £100  notes  was  probably  also  derived  from  a  similar  transaction. 

Histonj  of  the  £5  notes  paid  to  Mr.  Shannin. 

It  appeared  to  us  to  be  significant  that  both  batches  of  £5  Bank 
of  England  notes  exchanged  at  the  Midland  Bank  on  the  9th  and 
16th  November,  and  the  £5  notes  paid  into  the  Quelch-Priestley 
account  on  the  19th  December,  were  some  of  the  identical  £5  notes 
handed  to  Mr.  Shannin,  Commercial  Attache  of  the  Soviet  Embassy, 
on  the  25th  May,  1927.  We  therefore  made  enquiry  as  to  the 
disposal  of  the  remainder  of  the  £16,000  worth  of  £5  notes, 
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originally  paid  to  Mr.  Sbaiiniii,  and  the  result  is  set  out  in  the 
following  Table  : — 

£16,000  ill  £5  notes  paid  to  the  Moscow  Narodny  Bank  on  25th  May 
1927,  by  the  Midland  Bank  (Overseas  Branch)  and  delivered  to 
Mr.  Shannin,  U.S.S.E.  Commercial  Attach^,  at  tlie  Soviet  Embassy, 
Chesham  House,  on  tlie  same  day. 

Numbers  85001-200  and  'f  47001-50000. 

Certain  of  these  notes  subsequently  passed  through  the  Moscow 
Narodny  Bank  on  various  dates,  and  were  disposed  of  by  them  as 
follows  : — 


214 

E 


Numbers. 


Date. 


85121-200 


Exchanged  at  Lloyds,  High  Holborn 


5.8.27 


47023-7 

47034-80 
47087 
47098-100 
47101-500 
48001-100 
48101-7 
48108-60 
48161-500 
48501-600 
48601-50 
48896-941 
48947-64 
48965-49000 
49001-100 
'  49101-200 

49201-300 
49301-400 
49601-900 

49901-60 

49981-50000 


Paid  to  “  Walks  ”  . 

Exchanged  at  Lloyds,  High  Holborn 

Paid  to  “  Walks  ”  . 

Paid  to  “  Walks  ”  . 

Exchanged  at  Midland  (Overseas  Branch)  .. 
Do.  Lloyds,  High  Holborn... 

Paid  to  “  Walks  ”  . 

Exchanged  at  Lloyds,  High  Holborn 

Do.  Bank  of  England  . 

Do.  Lloyds,  High  Holborn 
Do.  Lloyds,  High  Holborn 

Paid  to  “  Walks  ”  . 

Paid  to  Somerset  House  by  Selosoyus 
Sent  to  Vsekobank 

Exchanged  at  Midland  (Overseas  Branch)  .. 
Do.  Lloyds,  High  Holborn 
Do.  Midland  (Overseas  Branch)  .. 
Do.  Midland  (Overseas  Branch)  .. 
Paid  into  Moscow  Narodny  A/c  at  Midland 
(Overseas) 

Paid  into  Moscovsr  Narodny  A/c  at  Lloyds, 

High  Holborn . .  . . 

Paid  into  Moscow  Narodny  A/c  at  Midland 
(Overseas) 


20.8.27 

20.8.27 

22.8.27 

25.8.27 

1.9.27 

19.8.27 

20.8.27 

20.8.27 

24.8.27 

29.11.27 

30.11.27 
20  &  21.12.27 

21.12.27 

21.12.27 

1.11.27 

23.11.27 

16.11.27 

9.11.27 

5.7.27 
5.7.27 


5,7.27 


It  will  be  observed  that  of  the  3,200  £5  notes  paid  to 
Mr.  Shannin,  at  least  2,066  subsequently  passed  through  the 
Moscow  Narodny  Bank.  We  are  quite  sure  that  even  more  were 
so  paid  in,  e.g.,  Mr.  Cameron  told  us  that  the  ^1,900  paid  into 
the  account  of  the  Moscow  Narodny  Bank  with  the  Midland  Bank 
and  Lloyds  Bank  on  the  5th  July,  1927,  undoubtedly  formed  part 
of  a  sum  of  ^2,000.  As  these  other  notes  were  utilised  by  the 
Cashier  for  his  ordinary  daily  transactions  they  became  scattered, 
and  we  have  not  thought  it  necessary  to  delay  our  report  for  the 
purpose  of  tracing  them  in  detail. 

From  the  information  furnished  by  Mr.  Cameron  and  Mr.  Baker 
there  can  be  little  doubt  that  these  £5  notes  were  paid  into  the 
Moscow  Narodny  Bank  by  Quelch  or  Priestley.  On  some  occasions 
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a  messenger  of  the  Bank  was  sent  to  excliange  them  for 
;£!  Treasury  notes  either  at  the  Bank  of  England,  the 
Midland  Bank,  or  Lloyds  Bank,  High  Holborn,  and  on  his 
return  the  proceeds  were  handed  direct  to  Quelch  or  Priestley. 
In  other  cases,  when  there  was  already  a  sufficient  supply  of 
Treasury  notes  in  the  till  they  were  exchanged  at  once, 
and  were  subsequently  either  used  for  the  ordinary  business  of  the 
Bank,  e.g.,  in  the  payment  to  Selosojuis  already  referred  to,  or 
exchanged  with  one  or  other  of  the  Banks  above  mentioned,  or 
paid  into  the  account  of  the  Moscow  Narodny  Bank  with  the 
Midland  Bank  or  Lloyds  Bank,  High  Holborn,  or  paid  to  the  walks 
clerks  of  various  Banks  who  called  to  collect  bills,  or,  in  one 
instance,  transmitted  to  the  All-Eussian  Co-operative  Bank 
(V&ekobank)  at  Moscow. 

We  set  out  below  a  statement  of  the  manner  in  which  these 
£5  notes  were  dealt  with  by  the  Moscow  Narodny  Bank : — 


Date. 

Amount. 

I 

Numbers. 

How  disposed  of  by  the  Moscow 
Narodny  Bank. 

5.7.27 

£ 

300 

215 

E 

49901-60 

Paid  into  a/c  at  Lloyds  (High  Holborn). 

5.7.27 

1,600 

214 

E 

r  49601-900 
{  49981-50000 

1  Do.  hlidland  (Overseas). 

5.8.27 

400 

85121-200 

Exchanged  at  Lloyds  (High  Holborn). 

19.8.27 

600 

215 

E 

48001-100 

Do.  Do. 

20.8.27 

60 1 

»> 

48101-7 

47023-7 

1  Paid  to  “  Walks.” 

20.8.27 

500 1 

M 

47034-80 

48108-60 

j- Exchanged  at  Lloyds  (High  Holborn). 

24.8.27 

1,700 

48161-500 

Do.  Bank  of  England. 

22.8.27 

5 

>1 

47087 

Do.  Lloyds  (High  Holborn). 

Paid  to  “  Walks.” 

25.8.27 

15 

M 

47098-100 

1.9.27 

2,000 

11 

47101-500 

Exchanged  at  Midland  (Overseas). 

1.11.27 

500 

11 

49001-100 

Do.  Do. 

9.11.27 

500 

11 

49301-400 

Do.  Do. 

16.1 1.27 

500 

11 

49201-300 

Do.  Do. 

23.11.27 

500 

11 

49101-200 

Do.  Lloyds  (High  Holboi-n). 

29.11.27 

600 

11 

48501-600 

Do.  Do. 

30.11.27 

250 

11 

48601-50 

Do.  Do. 

20  &  21. 
12.27 

1  230 

11 

48896-941 

Paid  to  “  Walks.” 

21.12.27 

90 

11 

48947-64 

Selosoyus  paid  to  Somerset  House. 

21.12.27 

180 

11 

48965-49000 

Sent  to  Vsekobank. 

Total  ... 

10,330 

We  have  not  been  able  to  trace  the  whole  of  the  3,200  £5  notes. 
Some  have  not  yet  been  paid  into  the  Bank  of  England  and  perhaps 
have  not  yet  been  put  in  circulation ;  others  have  been  in  circulation, 
and  the  following  Table,  dealing  with  a  part  of  the  series,  shows 
that  they  have  been  scattered  through  very  many  hands.  This,  we 
understand  from  the  Bank  of  England,  is  the  normal  history  of 
a  batch  of  Bank  notes,  and  it  serves  only  to  add  significance  to  the 


manner  in  which  the  bulk  of  the  remainder  of  the  notes  were 
exchanged  in  batches  at  fairly  regular  intervals : — 


Accountant’s  Bank  Note  Office, 

Bank  of  England,  May  10,  1928. 


Particulars  of  £5  Bank  of  England  Notes. 


Number. 

When  Paid  in. 

By  whom. 

214  E  85001/22 

Unpaid, 

8.5.28. 

85023 

23.11.27 

4 

30.11.27 

Lloyds,  H.O. 

5 

Unpaid, 

8.5.28. 

6 

3.10.27 

Nat.  Pro.,  Bish. 

7 

2.9.27 

Glyn. 

8 

23.7.27 

Paymaster. 

9 

Unpaid, 

8.5.28. 

85030 

22.8.27 

Barclays,  South-Western. 

1 

9.7.27 

Ditto. 

2 

11.7.27 

Midland,  H.O. 

3 

19.8.27 

Nat.  Pro.,  Bishopsgate. 

4 

18.4.28 

West  Lombard. 

5 

19.3.28 

Ditto. 

6 

16.1.28 

West  Lothbury. 

7 

11.4.28 

Bank  of  British  West  Africa. 

8/9 

Unpaid, 

8.5.28. 

86040 

15.11.27 

Midland  Overseas. 

1/6 

Unpaid, 

8.5.28. 

7 

5.1.28 

Lloyds,  H.O. 

8 

Unpaid, 

8.5.28. 

9 

4.5.28 

Nat.  Pro.,  Bishopsgate. 

85050/3 

Unpaid, 

8.5.28. 

4 

2.5.28 

Banque  beige. 

5 

10.1.28 

West  Lothbury. 

6 

Unpaid. 

8.5.28. 

7 

22.3.28 

Lloyds,  H.O. 

8/60 

Unpaid, 

8.5.28. 

85061 

4.1.28 

West  Lothbury. 

2/71 

Unpaid, 

8.5.28. 

85072 

5.12.27 

Midland,  Princes. 

3/7 

Unpaid, 

8.5.28. 

8 

2.5.28 

Midland,  Thread.  St. 

9. 84 

Unpaid, 

8.5.28. 

86085 

15.11.27 

West  Lothbury. 

6/8 

Unpaid, 

8.5.28. 

9/90 

31.3.28 

Lloyds,  Lombard. 

85091/7 

Unpaid, 

8.5.28. 

8/100 

31.3.28 

Lloyds,  Lombard. 

85101 

2.7.27 

West  Lombard. 

2 

21.7.27 

Nat.  Pro.,  Prescott. 

3/4 

10.6.27 

Martins. 

5 

23.6.27 

Barclay,  South-Western. 

6 

Unpaid, 

8.5.28. 

7 

11.11.27 

Nat.  Pro.,  Bishopsgate. 

8 

10.6.27 

Midland,  H.O. 

9 

4.0.27 

Llovds,  Lombard. 

85110 

9.6.27 

Barclays,  S.W. 

1/20 

3.6.27 

Arcos. 

85121/200 

9.8.27 

Lloyds,  H.O. 
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Mr.  Cameron  was  quite  definite  in  saying  that  he  had  received 
these  large  sums  in  £5  notes  from  Quelch  or  Priestley.  He  was 
quite  positive,  as  were  the  other  Cashiers,  that  notes  in  similar 
quantities  had  never  been  exchanged  for  anyone  else. 

As  regards  the  exchanges  at  the  Midland  Bank  of  £500  on  the 
9th  and  16th  November,  1927,  there  is  a  direct  conflict  of  evidence. 
Mr.  Cameron  at  first  said  they  had  been  exchanged  for  Quelch, 
but  on  it  being  pointed  out  that  this  was  impossible  as  Quelch  was 
not  in  this  country  during  November,  he  said  that  he  must  have 
received  them  from  Priestley.  Priestley,  however,  told  us  that  he 
was  prepared  to  swear  that,  with  the  exception  of  the  £800  paid  into 
his  own  account  on  the  13th  October  and  the  two  separate  sums  of 
£750  paid  into  the  joint  Quelch-Priestley  account  on  the  13th  and 
19th  December,  he  had  never  taken  Bank  notes  to  the  Moscow 
Narodny  Bank,  either  to  pay  into  an  account  or  to  exchange. 

The  Bank  could  furnish  no  solution  to  this  dilemma  beyond 
pointing  out  that  the  Counter  Cash  Book  showed  clearly  that  early 
on  the  16th  November  Priestley  had  visited  the  Bank  and  with¬ 
drawn  £7  10s.  Od.  in  cash  from  his  own  account,  and  that  the  Fares 
Book  showed  that  Sergeant  Graham’s  first  journey  that  morning  was 
to  the  Midland  Bank. 

It  was  suggested  that  this  afforded  at  any  rate  some  support  to 
Mr.  Cameron’s  statement  that  the  £500  exchanged  on  that  day  was 
received  from  Priestley,  notwithstanding  the  latter’s  categorical 
denial.  It  may  be  so.  We  express  no  opinion  on  the  point. 

Immediate  Source  of  Quelch  and  Priestley’s  Supplies  of  £5  Notes. 

It  is  of  interest  to  enquire  from  what  source  Quelch  and  Priestley 
obtained  their  supplies  of  £5  notes. 

An  indication  was  furnished  by  Priestley,  who,  in  his  statement, 
said  that  the  two  payments  of  £750  into  the  Quelch-Priestley 
account  on  the  13th  and  19th  December  were  made  in  Bank  notes 
furnished  to  him  by  Mr.  Squair,  who  stated  that  they  represented 
withdrawals  from  the  Quelch-Priestley  account  which  had  proved 
not  to  be  required.  From  our  examination  of  Mr.  Cameron  and  the 
books  of  the  Bank,  together  with  our  enquiries  at  the  Bank  of 
England  and  elsewhere,  we  are  satisfied  that  at  any  rate  £500  worth 
of  these  Bank  notes  formed  part  of  the  £16,000  worth  of  £5  notes 
handed  to  Mr.  Shannin  on  the  25th  May,  1927,  and  we  have  no 
doubt  that  the  remainder  came  from  the  same  source.  It  appeared 
to  us  to  be  important  to  obtain  an  explanation  from  Mr.  Squair  of 
the  manner  in  which  he  became  possessed  of  these  notes  and  of  the 
large  transactions  on  the  Quelch-Priestley  account  with  which  he 
was  connected,  particularly  as  the  former  Mestkom  account  in  the 
names  of  Oldfield,  Kish  and  Howard  (see  p.  34)  showed  few  payments 
of  any  magnitude. 

We  therefore  invited  Mr.  Squair  to  come  and  see  us  and  give 
any  explanation  he  might  wish.  He  promised  to  consider  whether 
he  would  come  and  to  telephone  his  decision,  but  we  have  received 
no  message  from  him,  and  can  only  conclude  that,  for  reasons  best 
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known  to  himself,  he  does  not  wish  to  give  an  explanation  of  his 
part  in  these  transactions.  Squair  has  for  a  long  time  been  known 
as  an  active  Communist.  In  1927  he  was  reported  to  be  Treasurer  of 
the  London  District  Party  Committee,  and  he  has  been  closely 
connected  with  Mr.  Andrew  Eothstein,  to  whom  we  have  already 
referred  in  our  report  on  Duncan’s  transactions. 


Real  Nature  of  the  Quelch-Priestley  Transactions. 

As  to  the  use  which  was  made  of  these  large  sums  of  money, 
amounting  from  the  5th  July,  1927  to  the  21st  December,  1927  to 
at  least  ^10,330,  by  Quelch,  Priestley  or  Squair,  all  of  whom  are 
well-known  members  of  the  Communist  Party  of  Great  Britain, 
there  can  be  little  doubt. 

On  the  9th  November  the  Moscow  Narodny  Bank  exchanged 
at  the  Midland  Bank  100  £5  notes  and  received  500  ^1  Treasury 
notes.  From  the  9th  to  the  11th  November  seven  of  these 
Treasury  notes  were  traced  to  Communist  organisations. 

On  the  16th  November  the  Moscow  Narodny  Bank  exchanged 
at  the  Midland  Bank  100  £5  notes  and  received  500  ^1  Treasury 
notes.  On  the  18th  November  103  of  these  notes  were  traced  to 
Communist  organisations. 

On  the  29th  November  the  Moscow  Narodny  Bank  exchanged 
at  Lloyds  Bank  100  £5  notes  and  received  d61  Treasury  notes. 
From  the  2nd  to  the  7th  December  two  of  these  notes  were  traced 
to  Communist  organisations. 

On  the  30th  November  the  Narodny  Bank  exchanged  50  £5 
notes  with  Lloyds  Bank  and  obtained  250  £1  Treasury  notes. 
On  the  2nd  December  30  of  these  notes  were  traced  to  Communist 
organisations. 

On  all  these  occasions,  according  to  the  Cashiers  of  the  Moscow 
Narodny  Bank,  these  £5  notes  were  received  from  Quelch  or 
Priestley. 

These  are  occasions  on  which  we  are  able  to  trace  the  passage 
of  Treasury  notes  through  the  Narodny  Bank  and  Quelch  or 
Priestley  to  the  Communist  Party  and  its  allied  organisations. 
There  can  be  little  doubt  that  on  the  other  occasions  on  which 
Treasury  notes  were  obtained  by  the  Bank  or  by  Messengers  of 
the  Bank  in  connection  with  Quelch  or  Priestley’s  exchanges  of 
Bank  notes,  the  transactions  of  the  13th  and  14th  October  in 
Priestley’s  account,  and  the  large  withdrawals  on  the  Quelch- 
Priestley  account  the  Treasury  notes  so  obtained  also  found  their 
way  to  a  similar  destination. 

At  this  point  mention  might  also  conveniently  be  made  of  a 
sale  of  dollars  by  Quelch  in  September  1927.  On  the  9th  he  sold 
10,000  dollars  to  the  Bank  and  received  £2,051  2s.  Id.,  and  on 
the  20th  3,000  dollars  and  received  £615  Is.  M.  He  has  not 
seen  fit  to  furnish  any  explanation  of  his  transactions,  and  in  the 
absence  of  such  an  explanation  it  may  reasonably  be  surmised 
that  the  proceeds  of  these  sales  were  used  for  the  same  purpose 
as  the  proceeds  of  the  exchanges  of  the  £5  notes. 
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Conclusion. 

As  the  result  of  our  investigations,  therefore,  we  find  that 
there  have  been  two  series  of  transactions  carried  on  through 
the  Moscow  Narodny  Bank,  in  which  the  Bank’s  Messengers  and 
the  Cashiers  had,  at  the  request  of  Duncan,  Quelch,  Priestley  and, 
possibly,  Squair,  obtained  supplies  of  Treasury  notes. 

It  has  long  been  known  that  a  large  part  of  the  payments 
made  by  the  Communist  Party  and  allied  bodies  to  their  agents 
has  been  made  in  Treasury  notes,  in  the  belief  that,  while  Bank 
notes  can  readily  be  traced,  since  a  record  is  kept  by  all  Banks 
of  their  numbers,  no  such  record  is  kept  of  the  numbers  of 
Treasury  notes.  This,  fortunately,  is  not  the  case,  and  we  were 
able,  when  we  visited  the  Bank  of  England,  the  Midland  Bank 
and  Lloyds  Bank  to  obtain  the  numbers  of  the  Treasury  notes 
paid  by  them  to  the  Moscow  Narodny  Bank. 

The  first  series  of  transactions  by  Priestley  and  Quelch 
extended  from  the  5th  July  to  the  21st  December,  1927,  and 
consisted  in  the  exchange  of  at  least  T10,330  worth  of  £5  notes  for 
dGl  Treasury  notes.  These  £5  notes  were  exchanged  in  blocks  at 
frequent  intervals ;  at  one  period,  from  the  1st  to  the 
29th  November,  they  were  exchanged  at  the  rate  of  ^500  per 
week.  They  were  the  actual  notes  which  had  been  handed 
personally  to  the  Commercial  Attache  of  the  C.S.S.E.  at  the 
Soviet  Embassy,  Chesham  House,  on  the  25th  May,  1927,  and 
it  is  evident  that  they  must  have  been  in  the  custody  of  some 
person  who  paid  them  out  through  Squair,  Quelch  or  Priestley 
as  required.  During  this  period  there  was  also  a  sale  of 
13,000  dollars  on  the  9th  and  20th  September  for  ^2,666  3s.  lid. 
and  an  exchange  through  Priestley’s  account  on  the  13th  and 
14th  October  of  eight  £100  notes,  probably  the  proceeds  of  a 
sale  of  dollars. 

This  was  clearly  the  source  of  part  at  any  rate  of  the  Communist 
funds  during  the  last  autumn.  The  total  sums  which  we  have  traced 
through  this  channel  are  : — £10,330,  the  result  of  the  exchange  of 
£5  notes;  £2,666,  the  result  of  Quelch’s  sales  of  dollars;  and 
£800,  the  result  of  the  transactions  of  the  13th-14th  October  on  the 
Priestley  account :  Total  £13,796. 

The  transactions  arising  out  of  the  payment  to  Mr.  Shannin  of 
£20,000  on  the  25th  May,  1927,  are  of  particular  interest  as  showing 
that  the  financing  of  Communist  activities  in  this  country  was  in 
the  hands  of  a  high  officer  of  the  Embassy  itself,  and  not,  as  has 
been  stated  on  many  occasions,  in  the  hands  of  some  representa¬ 
tive  of  the  Communist  International  for  which  the  Soviet  Govern¬ 
ment,  notwithstanding  the  evidence  to  the  contrary,  still  continues 
to  disclaim  any  responsibility. 

In  October  1927  a  new  source  of  supply  was  brought  into  use,  for 
on  the  27th  of  that  month  Duncan  began  to  sell  dollars.  On  that 
day  he  sold  dollars  to  A.  H.  Leigh  for  £81  18s.  lid.  and  to 
PlatonofE  for  £614  15s.  9d.  Further  transactions  followed  in 
November  of  £614  2s.  6d.  the  proceeds  of  a  sale  to  Platonoff  on  the 
3rd;  £409  12s.  6d.  the  proceeds  of  a  sale  to  Messrs.  Flindt,  Figgess 
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and  Duke  on  the  10th;  ^14  7s.  Od.  the  proceeds  of  a  sale  to  the 
Moscow  Narodny  Bank  on  the  16th;  and  ^6  13s.  Sd.  the  result  of 
a  sale  to  Platonoff  on  the  17th. 

There  follow  in  rapid  succession  a  number  of  sales  of  dollars  in 
different  quarters  by  Duncan.  These  were  at  first  pure  cash 
transactions — sales  of  dollars  for  Bank  notes  and  Treasury  notes  and 
the  eventual  exchange  of  the  Bank  notes  for  Treasury  notes,  by 
various  means. 

For  some  reason,  possibly  emboldened  by  success,  possibly 
because  he  found  the  arrangement  of  the  necessary  exchanges 
becoming  increasingly  difficult,  Duncan  opened  an  account  of  his 
own  with  the  Moscow  Narodny  Bank  on  the  15th  February,  1928. 
Thereafter  the  proceeds  of  practically  all  his  sales  of  dollars  were 
paid  into  this  account,  and  he  drew  his  supplies  of  Treasury  notes 
from  the  Moscow  Narodny  Bank  against  cheques  on  this  account. 
This  procedure  continued  until  as  a  result  of  the  publicity  given 
to  Major  Kindersley’s  Question  the  Bank  caused  the  enquiry  to  be 
made  which  led  to  Duncan’s  dismissal. 

The  total  sum  handled  by  Duncan  from  his  first  transaction  on 
the  27th  October,  1927,  to  the  20th  April,  1928,  was,  at  least, 
^14,202. 

Thus  during  the  whole  period  under  review  there  passed 
through  the  channels  we  have  described  a  total  sum  of  not  less 
than  ^27,998.  The  circumstances  surrounding  these  transactions 
and  the  fact  that  in  many  cases,  of  which  we  have  given  instances, 
particular  Treasury  notes  have  been  traced  through  these  channels 
to  Communist  organisations  leave  little  doubt  that  the  whole  of  this 
money  found  its  way  into  the  hands  of  Communist  organisations  in 
this  country. 

PART  V. 

Moscow  Naeodny  Bank,  Ltd. 

Responsibility  of  the  Bank  and  its  Officers. 

As  regards  the  first  series  of  transactions,  the  exchanges  by 
Quelch  and  Priestley,  we  were  assured  that  neither  the  Manager 
nor  the  Directors  of  the  Bank  had  any  knowledge  of  these  trans¬ 
actions,  and  that,  in  fact,  after  a  certain  date,  they  had  been 
conducted  by  the  Cashier  contrary  to  an  express  direction  which 
had  been  given  to  the  effect  that  notes  were  not  to  be  changed 
for  private  persons.  This  direction  was,  we  understand,  verbal, 
but  it  was  admitted  both  by  the  Cashier  and  by  Mr.  Garnett,  the 
Head  of  the  Foreign  Exchange  Department. 

As  regards  Duncan’s  sales  of  dollars,  again  we  were  assured 
by  the  Bank  that  they  had  no  knowledge  of  these  sales  either  to 
Flindt,  Figgess  and  Duke,  A.  H.  Leigh  or  C.  Platonoff.  The 
transactions  were  cash  transactions,  and  did  not  pass  through  the 
books  of  the  Br  nk,  and  these  three  firms  receiving  the  instructions 
on  printed  slips  of  the  Bank,  initialled  by  Duncan  and  stamped 
with  the  House  Stamp  of  the  Bank,  were  under  the  impression  that 
they  were  transacting  business  with  the  Bank.  They  would  know 
Duncan  as  an  employee  of  the  Foreign  Exchange  Department,  and 


48 


would  have  other  transactions  with  him  of  a  perfectly  correct 
character. 

As  regards  the  sales  of  dollars  to  the  Bank,  we  were  assured 
that  apart  from  one  transaction  of  1,600  dollars,  to  which  we  have 
referred  in  our  report,*  neither  the  Manager  nor  Mr.  Garnett  had 
any  idea  that  a  series  of  sales  had  been  going  on.  They  were 
effected  by  the  Cashier,  Mr.  Cameron,  without  reference  to  his 
superiors  and  contrary  to  the  instruction  to  which  we  have  referred 
above. 

As  regards  Duncan’s  account  we  were  informed  by  Mr.  Cameron 
that  both  he  and  Mr.  Baryshnikoff  had  drawn  the  attention  of 
Mr.  Potts,  the  Chief  Accountant,  to  this  account  a  few  days  after 
it  had  been  opened  as  the  transactions  on  it  appeared  to  them 
unusual,  having  regard  to  Duncan’s  financial  position  and  the  fact 
that  the  money  was  being  withdrawn  almost  immediately  after 
it  was  paid  in.  Mr.  Cameron  told  us  that  it  had  occurred  to  him 
as  curious  that  the  account  should  be  so  used  as  to  be  little  more 
than  a  means  of  exchange  of  £5  notes  for  ^61  Treasury  notes. 
Mr.  Potts  had  told  both  him  and  Mr.  Baryshnikoff  that  the  Manager 
knew  about  the  account. 

We  examined  Mr.  Potts,  who  said  that  his  attention  had  been 
drawn  to  the  account  a  few  days  after  it  had  been  opened,  and  that 
he  had  later  drawn  the  attention  of  Mr.  Muirhead  to  it  as  he  thought 
it  unusual,  but  as  nothing  was  done  he  had  left  the  matter  in 
abeyance.  He  thought  that  the  amounts  passing  through  the 
account  were  very  large  having  regard  to  Duncan’s  position.  He 
also  knew  that  the  payments  were  made  in  Bank  of  England  notes, 
and  the  withdrawals  in  ^£1  Treasury  notes.  There  was  general  talk 
in  his  Department  about  this  account,  but  no  suggestion  as  to  its 
real  nature  was  made  by  anyone ;  he  thought  that  they  were  afraid 
to  do  so.  He  himself  suspected  the  real  object  of  the  account,  for 
knowing  what  Communists  were,  and  knowing  that  Duncan  was 
a  Communist,  he  thought  they  might  be  Communist  payments,  but 
he  did  not  trust  Duncan  and  therefore  had  not  asked  him  about  it. 
He  had,  however,  not  communicated  his  suspicions  to  Mr.  Muir- 
he?d.  He  did  not  do  so  because  from  previous  experience  of  the 
di£li'?ulty  of  dealing  with  disciplinary  matters  through  the  Disputes 
Committee,  he  knew  that  it  would  be  no  use  asking  for  enquiry 
unless  he  had  definite  proof  to  bring  forward. 

Under  the  Collective  Agreement  between  the  Eussian 
institutions  and  their  employees,  required  by  the  Soviet  labour 
law,  the  Committee  were  entitled  to  be  consulted  by  the 
Management  before  any  disciplinary  action  was  taken.  The 
Committee  had  consisted  latterly  of  Quelch,  Priestley  and  Duncan. 
Duncan  had  for  some  time  exercised  a  demoralising  influence 
in  his  department  owing  to  his  advocacy  of  Communist  opinions, 
and  he  (Potts)  would  have  been  only  too  glad  to  get  rid  of  him. 

Mr.  Muirhead  agreed  that  there  was  every  reason,  in  view  of 
past  experience,  for  Mr.  Potts’s  attitude. 


*  See  page  23. 
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He  admitted  that  Mr.  Potts  had  drawn  his  attention  to 
Duncan’s  account  some  three  weeks  after  it  was  opened,  but  there 
was,  at  that  time,  nothing  definite  on  which  he  could  raise  objection 
to  it,  and  he  decided  to  see  how  it  developed.  It  passed  completely 
from  his  mind  until,  on  his  return  from  holiday,  he  saw  a 
reference  in  the  newspapers  to  Major  Kindersley’s  Question.  He 
then,  immediately,  called  for  the  account,  and  the  matter  was 
brought  before  the  Committee  of  Enquiry.  He  now  saw  that  it 
would  have  been  better  if  he  had  at  once  caused  enquiries  to  be 
made  when  his  attention  was  first  called  to  the  account,  and  he 
admitted  that  in  not  doing  so  he  committed  an  error  of  judgment, 
but  he  had  felt  that  it  was  difficult  to  raise  any  question  on  his 
information  at  that  time. 

Having  been  in  close  touch  with  Mr.  Muirhead  throughout 
our  enquiry,  we  have  been  able  to  form  a  clear  judgment  of  his 
integrity,  and  we  have  no  reason  to  doubt  his  statement.  At  the 
same  time,  having  regard  to  the  allegations  which  had  been  made 
on  many  occasions  for  a  long  time  past  that  Eussian  organisations 
in  this  country  were  being  used  to  finance  Communist  activities, 
we  think  Mr.  Muirhead  ought,  at  once,  to  have  questioned 
Duncan  regarding  his  account,  on  attention  being  drawn  to  it. 
As  an  employee  of  the  Bank,  Duncan  stood  in  a  different 
relationship  from  an  ordinary  client,  and  an  enquiry  even  at  an 
early  stage  would  have  elicited  sufficient  information  to  warrant 
action  being  taken  to  put  an  end  to  his  activities. 

We  cannot  regard  as  satisfactory  the  statements  made  to  us 
as  regards  exchanges  of  Bank  notes  by  the  Cashier,  Mr.  Cameron. 
It  was  suggested  to  us  in  mitigation  of  the  conflicting  statements 
which  he  made  that  he  suffered  from  a  bad  memory  and  that  it  was 
not  to  be  expected  that  he  could  remember  particular  transactions 
of  some  months  ago. 

It  may,  of  course,  readily  be  agreed  that  it  is  not  easy  for 
a  busy  official  to  remember  in  detail  particular  transactions  selected 
more  or  less  at  random  from  the  large  number  passing  through 
his  hands  from  day  to  day,  but  we  find  it  difficult  to  understand 
how  a  series  of  transactions  in  large  amounts,  such  as  the 
exchanges  of  Bank  notes  for  Treasury  notes  at  Lloyds  Bank,  the 
Bank  of  England  and  the  Midland  Bank  could  have  passed 
entirely  from  his  recollection  when  his  attention  was  specifically 
directed  to  the  question  of  the  source  of  the  Bank’s  supplies  of 
Treasury  notes. 

Nor  can  we  regard  as  satisfactory  Mr.  Cameron’s  statements  on 
his  examination  at  the  Home  Office  on  the  3rd  May  that  he  knew  of 
no  other  transactions  in  dollars  beyond  those  with  A.  H.  Leigh 
and  that  he  was  quite  unable  to  recognise  any  transactions  in  his 
books  as  being  possibly  connected  with  payments  to  the  Communist 
Party.  He  must  have  been  well  aware  of  his  own  purchases  of 
dollars  from  Quelch  and  Duncan  and  of  the  transactions  with 
Quelch  and  Priestley  (indeed  when  w^e  saw  him  on  the  11th  May 
he  said  that  he  thought  Quelch ’s  transactions  strange  at  the  time 
they  were  made,  but  did  not  mention  them  to  anyone).  We  are 
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clearly  of  opinion  that,  even  if  he  was  unaware  of  the  real  nature 
of  these  transactions  at  the  time,  and  of  this  we  are  by  no  means 
satisfied,  he  ought,  when  his  attention  was  specially  directed  to  the 
point  on  numerous  occasions  during  the  course  of  our  enquiry,  to 
have  recognised  that  these  transactions  were  such  as  at  any  rate 
called  for  enquiry  and  to  have  directed  our  attention  to  them. 

It  was  only  by  degrees  that  we  extracted  from  him  information 
regarding  the  transactions  we  have  described  and  it  is  to  be  noted 
that  it  was  he  who  discontinued  the  keeping  of  the  Eegister  of 
Bank  Notes  which,  had  it  been  kept,  would  at  once  have  disclosed 
particulars  of  a  large  part  at  any  rate  of  these  transactions. 

At  our  visit  to  the  Bank  on  Thursday,  the  24th  Ma}^  we  were 
informed  that  Mr.  Cameron  had  been  dismissed  on  the  previous  day. 

We  understand  that  Mr.  Baryshnikoff,  the  Assistant  Cashier, 
(whose  connection  with  the  transactions  we  have  described  was,  so 
far  as  we  have  been  able  to  ascertain,  limited  to  one  or  two  exchanges 
of  Bank  notes  for  Quelch  or  Priestley)  has  been  reprimanded  and 
deprived  of  his  signature  for  the  Bank. 

As  regards  the  information  furnished  to  us  by  the  Messengers 
of  the  Bank,  and  particularly  by  the  Head  Messenger,  Sergeant 
Graham,  we  have  the  same  comment  to  make  as  in  the  case  of 
Mr.  Cameron.  Forgetfulness  of  the  details  of  a  particular  transac¬ 
tion  is  credible,  but  we  find  it  difficult  to  believe  that  Sergeant 
Graham  could  have  forgotten  the  series  of  transactions  at  the  Bank 
of  England,  the  Midland  Bank  and  Lloyds  Bank  described  in  our 
report. 

We  understand  that  at  a  meeting  of  the  Board  of  Directors  on 
the  23rd  May,  it  was  decided  in  view  of  the  difficult  situation  which 
the  activities  of  certain  Communist  employees  had  created  for  the 
Bank  to  dismiss  the  Messengers,  Bust,  Patterson  and  Bailey  and 
also  Mr.  Euderman,  a  clerk  in  the  Accounts  Department. 

At  the  same  meeting  the  Board  decided  to  reprimand 
Mr.  Muirhead  and  Mr.  Potts  for  neglecting  to  draw  the  attention  of 
the  Directors  until  the  20th  April,  1928,  to  the  state  of  the  current 
account  of  W.  B.  Duncan,  and  to  request  Mr.  Zembluchter,  the 
Chairman,  to  find  as  soon  as  possible  suitable  candidates  for  the  post 
of  Manager,  vacant  since  October  1927,  and  in  this  connection  to 
ask  the  friendly  advice  of  the  Bank’s  Clearing  Agents — the  Midland 
Bank  and  Lloyd’s  Bank. 

As  regards  any  knowledge  which  the  Directors  of  the  Bank  may 
have  possessed  of  the  transactions  which  have  come  to  light  in  the 
course  of  our  investigations  we  can  offer  no  opinion.  At  the  same 
time,  it  seems  to  us  remarkable  that  a  series  of  transactions  running 
into  thousands  of  pounds  and  extending  over  nearly  ten  months, 
in  which  three  Cashiers,  a  Clerk  in  the  Foreign  Exchange  Depart¬ 
ment  and  five  Messengers  were  concerned,  could  have  been  con¬ 
ducted  without  having  come  to  the  knowledge  of  any  responsible 
official.  We  have  discovered  nothing  to  show  that  the  Directors  had 
any  such  knowledge,  but,  acting  on  instructions,  we  have  not 
examined  any  of  them  with  this  object  in  view.  They  have 
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expressed  to  us  a  desire  that  after  receiving  our  report  you  will  give 
them  an  opportunity  of  coming  to  the  Home  Office  and  furnishing 
you  with  any  explanations  you  may  desire. 

In  these  circumstances,  it  does  not  appear  to  be  necessary  that 
we  should  deal  further  with  their  position  in  regard  to  the  matters 
referred  to  in  our  report. 

We  have  endeavoured  to  conduct  our  enquiries  without  inter¬ 
fering  more  than  was  absolutely  necessary  with  the  normal  business 
of  the  Bank,  though  some  interference  was  naturally  inevitable. 

We  are  glad  to  be  able  to  say  that  throughout  a  long  investiga¬ 
tion,  extending  over  nearly  four  weeks,  we  have  met  with  uniform 
courtesy  from  the  Directors,  the  Acting-Manager  and  all  employees 
of  the  Bank  in  circumstances  which  to  them  must  have  been  of  a 
very  difficult  character. 

We  have  the  honour  to  be, 

Sir, 

Your  obedient  Servants, 

HAEOLD  SCOTT. 
AETHUE  WHITLEY. 

The  Eight  Hon. 

Sir  William  Joynson-Hicks,  Bart.,  M.P., 

Home  Office,  S.W.  1. 


APPENDIX  I. 

Keport 

Of  the  Committee  appointed  by  the  Board  of  the  Moscow  Narodny  Bank,  Ltd., 
to  Investigate  the  Operations  of  the  Bank,  consisting  of  Messrs.  G. 
Martiushin,  Director  of  the  Bank,  J.  Muirhead,  Assistant  Manager  of  the 
Bank,  and  B.  Potts,  Chief  Accountant  of  the  Bank,  with  the  Assistance  of 
Mr.  A.  Krougliakoff,  Legal  Adviser  of  the  Bank. 

1.  The  Committee  sat  for  several  hours  on  the  twentieth  day  of  April, 
1928,  immediately  after  the  Meeting  of  the  Board  of  Directors  by  which  it  had 
been  appointed.  All  current  accounts  of  the  Clients  of  our  Bank  and  all 
records  to  Suspense  Accounts  and  other  operations  of  the  Bank  have  been 
carefully  scrutinised.  No  entries  were  discovered  which  could  have  given 
rise  to  suspicion  that  funds  of  our  Bank  were  being  expended  for  any  political 
nr  other  purpose  apart  from  purely  commercial  co-operative  or  financial 
purposes.  In  connection  with  the  Clients’  Current  Accounts  there  was  no 
possibility  to  form  any  opinion,  on  the  strength  of  entries  made  recording 
payment  of  funds  to  Chents  of  the  direction  in  which  funds  are  being  expended 
by  Clients  on  receipt  of  such  from  the  Bank. 

2.  During  the  investigation  it  was  discovered  that  a  Current  Account  of 
"W.  Duncan,  an  employee  of  our  Bank,  opened  by  him  on  the  15th  February 
of  this  year  showed  a  movement  of  considerably  large  sums  being  paid  in  by 
him  to  his  Current  Account  and  withdrawn  by  him  from  time  to  time.  In 
view  of  the  difficulty  to  assume  that  these  funds  are  personal  funds  of  Duncan, 
the  Committee  immediately  questioned  Duncan  in  person,  inviting  him  to 
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give  full  explanations  of  the  nature  of  this  Current  Account  and  as  to  the 
origin  and  the  ownership  of  the  sums  passing  thereover,  W.  Duncan 
explained  that  one  of  his  friends  holding  a  responsible  position  in  one  of  the 
large  City  firms  carries  on  jointly  with  him,  W.  Duncan,  commercial  and 
financial  operations,  which  it  is  undesirable  for  him  that  they  should  be 
brought  to  the  notice  of  his  firm  and  therefore  at  the  request  of  his  partner 
he,  Duncan,  passes  all  sums  received  and  expended  on  such  joint  operations 
through  his  own  Current  Account  in  our  Bank. 

Despite  the  insistent  demands  of  the  Committee  that  he  should  disclose 
the  name  of  his  partner  and  give  more  concrete  explanations  as  regards  the 
nature  of  the  commercial  and  financial  transactions  mentioned  by  him, 
W.  Duncan  refused  absolutely  to  comply  with  the  demands  of  the  Committee, 
alleging  that  he  could  not  do  it  without  the  permission  of  his  partner.  In 
the  opinion  of  the  Committee,  W.  Duncan’s  explanation  cannot  be  considered 
satisfactory,  and  the  Committee  think  that  the  carrying  out  by  one  of  the 
Bank’s  employees  of  operations  the  substance  of  which  cannot  be  disclosed 
to  the  Bank  by  him  is  a  fact  extremely  undesirable  and  harmful  to  the  interest 
of  the  Bank,  and  that  in  the  absence  of  satisfactory  explanations  on  the  part 
of  W,  Duncan  his  further  employment  by  the  Bank  must  not  be  permitted. 

3.  The  Committee  have  also  examined  the  Cashiers  of  the  Bank,  Messrs. 
Cameron  and  Baryshnikov,  as  regard  the  mode  of  registering  the  bank  notes 
passing  through  the  till  of  the  Bank  and  requested  that  they  should  produce 
the  register  of  such  bank  notes.  Mr.  Cameron  explained  that  in  view  of  the 
extreme  pressure  of  work  and  insufficiency  of  the  office  staff  at  his  disposal 
he  stopped  a  few  months  ago  the  registration  of  bank  notes  which  had  already 
been  formerly  in  circulation,  but  that  he  is  able  to  give  exact  information  as 
to  the  numbers  of  all  new  bank  notes  received  from  Lloyds  Bank  from  time 
to  time,  as  weU  as  the  names  of  persons  or  institutions  to  whom  such  bank 
notes  were  paid  out.  According  to  Mr.  Cameron’s  explanation,  he  did  not 
consider  it  necessary  to  inform  either  the  Manager  or  the  Directors  of  the 
Bank  of  his  decision  to  discontinue  the  said  registration,  which  decision  he 
took  on  his  own  initiative,  because  he  considered  that  the  matter  was  of  no 
substantial  importance.  The  Committee  pointed  out  to  Mr.  Cameron  the 
seriousness  of  the  omission  admitted  by  him  and  suggested,  pending  their 
report  to  the  Board  of  Directors,  that  he  should  immediately  restart  keeping 
a  register  for  the  exact  registration  of  all  incoming  and  outgoing  bank  notes, 
new  as  well  as  those  which  have  already  been  in  circulation. 

4.  The  Chairman  of  the  Committee,  Mr.  G.  A.  Martiushin,  asked 
J.  J.  Muirhead,  the  Assistant  Manager  of  the  Bank,  and  B.  Potts,  Chief 
Accountant  of  the  Bank,  to  explain  to  him  why  they  did  not  bring  previously 
to  the  knowledge  of  the  Board  of  Directors  the  fact  that  W.  Duncan,  one  of 
the  employees  of  the  Bank,  had  been  keeping  a  Current  Account  through 
which  have  been  passing  large  amounts  not  in  keeping  with  the  material 
position  of  W.  Duncan  himself.  J.  J.  Muirhead  and  B.  Potts  explained  that 
the  said  Current  Account  is  of  a  comparatively  recent  origin,  that  in  the  course 
of  carrying  out  the  current  business  of  the  Bank  there  was  no  possibility  for 
their  special  attention  being  drawn  to  the  unusual  character  of  this  account 
and  that  in  view  of  the  apparent  regularity  on  the  face  of  the  said  account 
they  had  no  reasons  to  bring  the  same  especially  to  the  notice  of  the  Directors. 

April  20th,  1928. 

(Signed)  G.  MAKTIUSHIN. 

J.  MUIRHEAD. 

B.  POTTS. 

Certified  correct. 

(Stamp.)  The  Moscow  Narodny  Bank  Ltd., 

Lincoln  House, 

300,  High  Holborn, 

London,  W.C.  1. 


(Signed.) 
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Memorandum  by  the  Directors  of  the  Moscow 
Narodny  Bank,  Limited,  on  the  Report  of 
the  Home  Office  Enquiry. 

I.  — The  Home  Secretary  on  the  19th  April,  in  replying  to  a 
question  in  the  House  of  Commons  and  later  in  a  public  speech, 
stated  that  information  in  his  possession  satisfied  him  that  Kussian 
banks  domiciled  in  this  country  were  financing  Communist  and 
other  political  organisations  in  this  country. 

Immediately  this  came  to  our  notice  we,  as  a  Kussian  Bank 
domiciled  in  this  country,  denied  the  accusation,  and  offered,  in 
writing,  to  the  Home  Secretary  to  give  all  facilities  to  enable  him  to 
satisfy  himself  as  to  when  and  in  what  circumstances  all  payments 
have  been  made  by  the  Bank.  The  Home  Office  accepted  our  offer, 
and  appointed  two  Officials  to  conduct  an  enquiry  into  our  Bank, 
which  lasted  for  four  weeks.  On  the  5th  June  a  copy  of  the  Keport 
was  furnished  to  us,  and  on  the  following  day  we  had  an  interview 
with  the  Under- Secretary  of  State  for  the  Home  Department, 
Sir  John  Anderson. 

II.  — The  Enquiry  and  the  Report  have  proved  that  none  of  the 
capital  of  the  Bank  and  none  of  the  money  under  its  control  has  been 
used  by  it  directly  or  indirectly  for  financing,  subsidising  or  otherwise 
assisting  any  political  party  or  organisation  or  activities  not  of  a  com¬ 
mercial  nature  in  this  country  or  elsewhere. 

We  are  glad  to  feel  that  this  serious  allegation  has  been  completely 
disposed  of  in  the  course  of  the  Enquiry, 

III.  — At  the  same  time  the  Keport  states  that  the  Home  Office 
had  information  that  certain  ^1  Treasury  Notes  known  to  be 
received  by  the  Bank  had  been  traced  to  various  Communist 
organisations.  No  Bank  can  possibly  take  responsibility  for  what 
happens  to  money  paid  across  its  counters  in  the  ordinary  course  of 
business.  Nor  can  we.  We  have  been  concerned  to  prove  that  we 
have  not  as  a  Bank  had  relations  directly,  or,  so  far  as  we  had  any 
means  of  knowing,  indirectly,  with  any  such  organisations. 

In  all  the  specific  cases  referred  to  in  the  Report  the  evidence 
proved  that  all  payments  by  the  Bank  were  made  in  the  ordinary 
cou'jse  of  business,  either  in  meeting  cheques  or  orders  for  payment 
presented  to  it  on  ordinary  current  or  deposit  accounts  or  in  ordinary 
exchange  transactions.  In  none  of  these  cases  were  any  credits  or 
overdrafts  accorded.  Nothing  transpired  in  the  Enquiry  nor  appears 
in  the  Report  which  is  at  variance  with  this. 

IV.  — There  are,  however,  allegations  made  in  the  Keport  which 
the  Bank  agrees  should  be  cleared  up.  Certain  points  also  were 
raised  by  the  Under- Secretary  of  State  in  our  interview  with  him. 
These  may  be  grouped  as  follows 

(a.)  Abuse  of  their  position  and  neglect  of  duties  by  certain 
members  of  the  staff ; 
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(h.)  Delay  in  furnishing  information  regarding  sources  from 
which  Treasury  Notes  were  received  by  the  Bank  and 
concerning  the  dismissal  of  Mr.  Duncan ; 

(c.)  The  general  responsibility  of  the  Board  of  Directors. 

V.  — (a.)  Abuse  of  their  'position  and  neglect  of  duties  by  certain 

members  of  the  staff. 

Two  members  of  the  staff,  the  Cashier,  Mr.  Cameron,  and  a 
junior  clerk,  Mr.  Duncan,  were  shown  to  be  culpable  in  this  respect. 
Some  months  before  the  period  to  which  the  enquiry  relates,  the 
Cashier,  without  the  knowledge  of  the  Manager  or  of  the  Directors, 
and  contrary  to  existing  instructions,  ceased  to  record  the  registered 
number  of  old  bank  notes  passing  through  his  hands.  There  had,  of 
course,  never  been  any  question  of  registering  ^1  Treasury  Notes, 
with  which  the  present  enquiry  is  primarily  concerned.  Mr. 
Cameron  also  changed  foreign  notes,  mainly  dollars,  for  certain 
clients  without  the  sanction  and  against  the  express  orders  of  the 
Management.  Mr.  Cameron  was  not  under  the  necessity  of 
obtaining  a  counter-signature  from  his  superiors  in  connection  with 
such  transactions,  and  therefore  his  neglect  of  duty  did  not  come 
to  their  knowledge.  It  was  only  discovered  during  the  course  of  the 
present  Enquiry,  and  he  has  since  been  dismissed.  Immediate 
measures  have  been  taken  to  secure  that  in  future  the  rules  are 
strictly  adhered  to. 

VI.  — Mr.  Duncan  was  a  junior  clerk  in  the  Foreign  Exchange 
Department  of  the  Bank.  It  was  only  after  the  statement  made  by 
the  Home  Secretary  that  the  Directors  became  aware  of  the  passing 
through  his  recently  opened  account  of  considerable  sums  of  money. 
Neither  the  Directors  nor  the  Management  had  at  that  time  any 
knowledge  of  the  abuse  of  his  position  in  the  Bank  by  exchanging 
money  through  City  brokers  in  the  name  of  the  Bank.  This 
emerged  during  the  course  of  the  Enquiry.  Though  Mr.  Duncan 
was  only  a  junior  clerk,  the  arranging  of  routine  exchange 
transactions  and  the  use  of  the  Bank’s  messengers  in  connection 
with  them  was  a  part  of  his  ordinary  duty  which  required  no 
counter- signature  from  a  superior  officer.  For  his  cash  transactions 
no  statements  of  account  were  rendered  by  the  brokers.  No  money 
passed  through  the  Bank  and  no  entry  was  made  in  the  books. 
Consequently,  these  transactions  were  entirely  unknown  to  the 
Management. 

Mr.  Duncan’s  participation,  as  shown  by  his  account,  in  private 
financial  operations  without  the  knowledge  of  his  superior  was  a 
serious  breach  of  discipline,  and  he  was  dismissed  for  this  before 
the  more  serious  misuse  by  him  of  the  name  of  the  Bank  and  its 
messengers  had  been  discovered. 

VII.  — The  operations  of  the  Cashier  and  of  Mr.  Duncan  were 
carried  on  without  the  knowledge  of  any  responsible  official.  But 
it  is  true  that  the  notice  of  the  Acting  Manager — Mr.  Muirhead,  and 
the  Chief  Accountant — Mr.  Potts,  were  drawn  to  Mr.  Duncan’s 
Current  account  two  or  three  weeks  after  it  had  been  opened.  The 
Acting  Manager,  for  reasons  stated  in  the  Eeport,  neglected  to 
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bring  the  matter  to  the  notice  of  the  Directors,  and,  as  the  Eeport 
concedes,  admitted  his  mistake  in  this  respect.  The  Home  Office 
Eepresentatives  stated  that  they  have  no  reason  to  doubt  his 
integrity.  We  are  in  entire  agreement  with  this  opinion  in  respect 
of  the  Acting  Manager  and  also  the  Chief  Accountant,  both  of  whom 
are  Englishmen  who  have  been  employed  in  the  Bank  for  over 
ten  years.  But  they  should  certainly  have  brought  Mr.  Duncan’s 
account  to  the  notice  of  the  Board,  who  would  have  taken  action 
without  delay,  and  they  have  been  reprimanded. 

In  regard  to  Mr.  Quelch,  a  British  subject,  who  was  not  in  the 
service  of  but  was  a  client  of  the  Bank,  we  are  surprised  at  the 
assumption  apparently  made  by  the  Home  Office  Eepresentatives 
that  it  is  within  the  power  of  an  employer  to  compel  an  employee 
to  submit  himself  for  interrogation  at  the  Home  Office.  In  any 
case,  the  suggestion  that  any  of  the  dismissals  had  reference  to  the 
possibility  of  the  individuals  giving  or  not  giving  information  is 
entirely  without  foundation.  In  two  other  cases  both  Mr.  Duncan 
and  Mr.  Priestley  attended  at  the  Home  Office  to  answer  questions 
after  their  dismissal. 

It  would  be  unjust  to  the  staff  of  the  Bank  if  we  did  not  claim 
that  in  general  it  has  fulfilled  its  duties  efficiently  and 
conscientiously.  Of  the  43  employees  of  the  Bank,  37  were  British 
subjects.  There  are  only  4  Eussians  and  2  others  who  are  not 
British  citizens. 

Until  1923  the  Moscow  Narodny  Bank  Limited  was  in  the  control 
of  Directors  then  unfriendly  to  Soviet  Eussia.  When  the  Soviet 
Eussian  Co-operative  organisations  resumed  responsibility  for  the 
Bank  practically  the  whole  staff,  including  the  heads  of  departments, 
British  subjects  and  Eussian,  were  left  in  their  posts,  and  several  of 
them  have  since  been  promoted,  the  only  consideration  being  to 
develop  the  Bank  in  the  interests  of  the  Eussian  Co-operative 
Movement.  The  political  opinions  of  members  of  the  staff,  Eussian 
or  British,  have  not  been  considered.  In  fact,  the  head  messenger, 
Sergeant  Graham,  about  whom  considerable  complaint  is  made  in 
the  Eeport,  when  questioned  at  the  Home  Office  as  to  his  political 
opinions,  stated  very  firmly  that  he  was  a  member  of  the 
Conservative  Party. 

VIII. — Eeference  is  made  in  the  Eeport  to  the  Disputes 
Committee  whose  purpose  was  to  adjust  questions  between  the 
management  and  the  staff.  But  the  statement  as  to  its  membership 
is  entirely  incorrect.  Actually,  it  consisted  from  the  Management 
side  of  a  Director  and  the  Manager,  and  from  the  Staff  side  of  one 
member  of  the  staff  and  one  representative  of  the  Trade  Union 
as  a  whole.  When  in  existence  it  dealt  only  with  minor  questions 
of  overtime,  leave,  &c.  But,  in  fact,  it  ceased  to  operate  more  than 
a  year  and  a  half  ago  and  no  reference  to  it  can  have  any  bearing 
on  the  subject  of  this  Enquiry.  During  its  existence  and  since, 
questions  of  discipline  and  of  dismissals  have  been  dealt  with  by  the 
Directors,  with  the  assistance  of  the  Management.  In  fact  several 
dismissals,  including  some  from  Mr.  Potts’  Department,  have  been 
made  on  the  initiative  of  the  heads  of  Departments  on  the  ground 
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of  inefficiency.  Among  these  have  been  Communists  as  well  as 
others. 


IX.  — (b.)  Delay  in  furnishing  information  regarding  the  sources 

from  which  Treasury  Notes  were  received  hy  the 

Bank  and  concerning  the  dismissal  of  Mr.  Duncan. 

The  Eeport  devotes  much  space  to  these  matters.  They  concern 
only  the  procedure  of  the  Enquiry.  They  have  no  bearing  on  the 
results.  The  delay  in  elucidating  that  £1  Treasury  Notes  had 
been  received  from  the  Midland  Bank  with  whom  the  Moscow 
Narodny  Bank  has  transactions  running  into  many  millions  of 
pounds  per  annum,  as  well  as  from  Lloyds  Bank,  was  due  partly  to 
a  misunderstanding  and  partly  to  the  behaviour  of  the  Cashier. 
At  the  first  interview  the  Home  Office  Eepresentatives  were  informed 
by  the  Acting  Manager  that  the  Bank  drew  its  cash  from  Lloyds 
Bank.  At  the  second  interview,  the  Home  Office  Eepresentatives, 
after  devoting  a  considerable  amount  of  time  to  the  examination 
of  the  cheques  used  for  drawing  cash,  stated  that  they  had  definite 
information  that  Treasury  Notes  had  been  received  by  cheques 
drawn  on  another  Bank.  For  reasons  which  we  do  not  understand 
they  refused  to  disclose  the  name  of  the  Bank.  Some  hours  were 
spent  in  the  examination  of  our  accounts  with  other  Banks,  but  no 
cash  drawings  were  discovered.  Even  at  the  third  interview  the 
Home  Office  Eepresentatives,  who,  in  response  to  a  definite  and 
formal  request  by  letter,  had  disclosed  that  their  information 
related  to  the  Midland  Bank,  were  not  sure  whether  the  Treasury 
Notes  related  to  a  drawing  by  cheque  or  to  an  exchange  transaction. 
It  was  only  after  enquiry  at  the  Midland  Bank  that  we  discovered 
that  Mr.  Cameron  had  changed  Bank  notes  for  clients  at  the 
Midland  Bank,  a  transaction  which  involved  no  entry  in  the  books 
or  reference  to  a  superior  officer. 

The  misunderstanding  undoubtedly  arose  from  the  misuse, 
unwittingly,  no  doubt,  of  a  technical  term  by  the  Home  Office 
Eepresentatives.  “Drawing  cash”  conveyed  to  bank  officials  the 
obtaining  of  money  by  means  of  a  cheque  or  other  document.  The 
phrase,  as  we  have  verified  by  enquiries  in  the  City,  is  not  normally 
used  by  banking  officials  in  respect  of  the  exchange  of  Bank  notes 
for  Treasury  notes.  There  is  no  suggestion  in  the  Eeport  that  delay 
in  discovering  these  particular  operations  could  have  been  of  any 
advantage  to  the  Bank.  In  actual  fact,  if  the  Home  Office  Eepre¬ 
sentatives  had  not  delayed  communicating  the  name  of  the  bank  for 
several  days,  the  misuse  of  a  technical  term  would  have  caused  no 
misunderstanding  and  no  allegations  as  to  undue  delay  would  have 
been  made.  As  soon  as  the  name  was  disclosed,  arrangements  were 
made  by  the  Bank  for  the  Home  Office  Officials  to  visit  the  Midland 
Bank  and  to  examine  our  account  at  that  Bank. 

X.  — The  Eeport  also  complains  that  there  was  delay  until  the 
second  interview  in  disclosing  what  became  known  to  us  after  the 
allegations  in  the  House  of  Commons  concerning  Duncan’s  currant 
uccount.  The  fact  is,  that  the  whole  of  the  first  interview  on  the 
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27th  April  was  concerned  with  general  questions  and  explanations  as 
to  the  machinery  of  the  bank,  examination  of  paid  cheques,  cash 
records,  &c.  The  Home  Office  having  stated  definitely  that  the 
money  of  the  Bank  was  being  used  by  it  to  foment  revolutionary 
action  here  or  for  the  subsidising  of  crime,  it  was  naturally  assumed 
that  the  investigations  would  be  directed  primarily  to  these  capital 
issues.  We  did  not  feel  called  upon  to  guide  the  course  of  the 
Enquiry  or  to  make  suggestions  as  to  its  order.  The  Bank  naturally 
assumed  that  the  Home  Office  officials  had  a  settled  plan  of  enquiry, 
and  it  did  not  attempt  to  answer  questions  before  they  had  been  put 
nor  to  reply  to  charges  which  had  not  been  specifically  formulated. 
As  soon  as  a  question  about  Duncan  was  asked  at  the  second  inter¬ 
view  all  the  information  then  in  our  possession  was  laid  before  the 
Home  Office  Officials. 

The  dismissal  of  Duncan  was  decided  at  a  full  Board  Meeting, 
at  which,  in  addition  to  the  Directors,  the  Acting  Manager,  the  Chief 
Accountant,  the  Legal  Adviser  and  other  officials  were  present,  and 
the  decision  was  entered  in  the  Minutes.  It  at  once  became  known 
to  every  member  of  the  staff  of  the  Bank.  There  was  not  and  could 
not  be  for  a  single  moment  any  intention  of  hiding  this  decision 
from  the  Home  Office. 

XI. — As  regards  the  manner  in  general  in  supplying  the 
information,  we  are  glad  to  note  that  the  Eepresentatives  of  the 
Home  Office  at  the  conclusion  of  their  Eeport  mentioned  the 
uniform  courtesy  they  have  met  from  the  Directors,  the  Acting 
Manager  and  others,  and  their  willingness  to  give  information  and 
supply  documents.  We  would  add  that  all  information  in  the 
possession  of  the  Bank  was  given  without  hesitation  and  without 
reserve,  and  that  we  received  no  complaint  at  any  time  from  the 
Home  Office  Eepresentatives  as  to  the  refusal  of  information. 

XII. — (c.)  The  general  responsibility  of  the  Board  of  Directors. 

The  Eeport  states  that  the  Home  Office  Eepresentatives 
discovered  nothing  to  show  that  the  Directors  had  any  knowledge 
of  any  of  the  transactions  on  the  part  of  subordinate  officials  of 
which  complaint  is  made,  though,  acting  on  instructions,  they  state 
that  they  did  not  cross-examine  the  Directors  in  this  connection. 
It  is  fair  to  add  that  questions  were  put  in  the  course  of  the  Enquiry 
to  every  one  of  the  officials  bearing  upon  the  responsibility  or 
knowledge  of  the  Directors;  and  that,  as  stated  in  the  Eeport, 
nothing  at  all  was  discovered  which  implicated  them.  The  point 
was  dealt  with  at  our  interview  with  the  Under-Secretary  of  State 
on  the  5th  June.  We  confirm  what  we  individually  stated  then  that 
neither  the  Board  nor  any  of  the  Director's  knew  anything  of  these 
matters. 

They  became  aware  of  them  only  after  the  statement  of  the  Home 
Secretary  in  the  House  of  Commons  or  in  the  course  of  the  Enquiry. 

The  Board  and  the  individual  Directors  are  in  contact  with 
details  of  transactions  only  through  the  Managers,  and  the  Heads  of 
Departments.  If  any  irregularities  had  come  under  their  notice, 
they  would  have  been  dealt  with  without  delay.  The  Board  of 
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Directors,  of  course,  is  responsible  for  the  policy  and  general  conduct 
of  the  Bank,  but  it  fails  to  see  how  they  personally  can  be  regarded 
as  responsible  for  breaches  of  trust  or  violation  of  duty  outside  their 
knowledge  and  contrary  to  their  instructions.  We  think  it  fair  also 
to  state  that,  in  the  middle  of  last  year,  for  reasons  unknown  to  us, 
the  then  Manager  of  the  Bank,  a  competent  and  experienced 
banking  official,  was  refused  a  visa  to  enable  him  to  reside  in  this 
country.  We  believe  that  the  supervision  he  normally  exercised 
over  the  work  of  the  Bank  would,  if  he  had  remained  here,  have 
prevented  these  breaches  of  duty  on  the  part  of  the  staff. 

XIII. — The  Board  has  given  very  serious  attention  to  measures 
for  the  prevention  of  any  repetition  of  these  events.  The  persons  in 
default  have  been  dismissed,  reprimanded  or  transferred  to  other 
duties.  Stringent  instructions  have  been  issued  as  to  the  observance 
of  the  rules  laid  down  for  office  routine.  Steps  are  being  taken  with 
a  view  to  finding  a  suitable  and  fully  competent  banking  official  to 
fill  the  vacant  post  of  manager. 

The  Bank  has  developed  its  financial  and  trading  operations 
rapidly  on  a  sound  financial  basis  during  the  last  few  years.  From 
a  capital  of  ^250,000  in  1923,  it  has  now  reached  a  paid-up  capital, 
with  reserves,  of  £850,000.  Its  turnover  has  increased  from 
£69,928,878  in  1924,  to  £141,274,649  in  1925;  £178,304,190  in 
1926,  and  £181,935,600  in  1927.  It  has  day  to  day  business 
relations  with  38  British  and -foreign  banks  of  high  standing  and 
provides  credit  facilities  running  into  millions  of  pounds  per  annum 
for  the  financing  of  trade  between  the  U.S.S.E.  and  Great  Britain. 
No  complaints  have  been  received  from  any  of  these  banks  or  from 
traders  concerning  its  business  methods.  The  Bank’s  books  are 
audited  twice  yearly  by  a  first-class  firm  of  British  chartered 
Accountants.  We  did  not  hesitate  voluntarily  to  offer  all  our  books 
and  transactions  for  inspection  when  it  appeared  to  be  required,  and 
if  it  should  again  be  required  we  should  be  wilKng  to  supply  all 
information  concerning  our  transactions.  In  conclusion  we  repeat 
that  the  Bank  exists  solely  for  legitimate  commercial  and  financial 
purposes  and  that  our  only  object  is  the  development  of  trade 
between  the  U.S.S.E.  and  Great  Britain. 

On  behalf  of  the  Board  of  Directors  of  the 
Moscow  Narodny  Bank,  Ltd., 

M.  ZEMBLUCHTEE,  Chairman. 


June  9,  1928. 


